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THE CHAIRSIDE: Convenient, functional, designed for modern living. Performance 
and tone quality of larger models in a superb cabinet of compact beauty 


 —— finished products reflect the Magnavox standard of quality . . .a standard established 

as the highest in the industry through years of development since the pioneer days of radio. 

The new Magnavox radio-phonograph is a rare combination of superb tone quality, performance and distinctive 
furniture styling not duplicated by any other musical instrument. It is a truly lasting investment in gracious 


living, embodying all the wonders of radio science, F. M. and automatic record changing. 


Invaluable Magnavox electronic contributions to industry, products and policies that are widely 

imitated, a selective distribution method that has proved sound and economical . . . all are examples 

of Magnavox adherence to the highest standard of quality. 

Look for Magnavox in America’s finest stores. Hear it, compare it with all other radio-phonographs and 


you'll never be content until you own a Magnavox. The Magnavox Company, Fort Wayne 4, Indiana. 
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WALL STREET 


GULLIVER’S TRAVELS 


(Industry Division) 

Typical U. S. investor Jones (pseud. ) 
made a tour of a large steel corporation 
some weeks ago; he soon felt like a 
Gulliver in Brobdingnag. The trek grew 
out of an after-dinner conversation with 
the vice president of the company in 
which average investor Jones is a sub- 
stantial stockholder. Admitting he knew 
little of the complicated manufacture 
of steel, he accepted a friendly invita- 
tion to find out something about it. 
Wheels Within Wheels: At the plant, 
explorer Jones soon found the steel busi- 
ness was made up of wheels within 
wheels . . . viewed operations ranging 
from the processing of ore and scrap 
metal to the charging of giant open- 
hearth furnaces. Elsewhere he was ini- 
tiated into such mysteries as hot ma- 
chine scarfing (burning out blemishes 
in billets before they are rolled into 
sheet steel). Typical investor Jones’ 
reaction was “Now, at least, I know 
something about the company I’ve in- 
vested in.” 








Other Investors... Please Note 
Investors who have time or oppor- 
tunity to investigate the internal oper- 
ation of the companies in which they 
have invested number only a handful. 
However, all can, and should, make cer- 
tain they obtain basic facts so valuable 
in reaching sound investment decisions. 


Facts vs. Facts: Obtaining and weigh- 
ing the necessary information need not 
be too difficult a task. For example, the 
nationwide investment firm of Merrill 
Lynch, Pierce, Fenner & Beane issues 
periodic analyses of stocks attracting 
current inves‘or interest. As factual as 
the firm’s Research Department can 
make them, the ‘““B1stc ANALYSES” set 
forth, impartially, each company’s basic 
position, operating records for recent 
years financ'al postion, future pros- 
pects, and other pertinent facts. Readers 
will find the current list varied, heipful. 
The list: 

Oxto O11 Co 
PACKARD Motors 
PxHELPs DopGcE 
Pustic Serv. N. J 
PULLMAN, INC. 
REPUBLIC STEEI 
ScHENLEY Dist. 
Texas GULF SUL 
Unitep Gas Imp. 
WALWORTH Co. 

F. W. WootwortH 


ANACONDA COPPER 
CELANESE Corp. 
Coca-CoLa COMPANY 
COMMERCIAL SOLVENTS 
Curtis PUBLISHING 
Eectric Pow. & LT. 
GENERAL Foops 
GENERAL Motors 

IntT’L NICKEL OF CANADA 
IRVING TRUST 

Lipsy, McNEILt & Lipsy 





* Just indicate which of the “Bastc ANALYSES” you 
wish to receive. They will be sent without c~* or 
obligation. Address your request to Department “MW,” 
Merrill Lynch, Pierce, Fenner & Beane, 70 Pine Street, 
New York 5, N. Y. 
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UAC OIE another large user 
of National Payroll 


and Accounting 
Machines... 


This famous packing house is an excellent example 
of the type of important concerns using National 
Accounting-Bookkeeping Machines made by The 
National Cash Register Company. 

National Payroll Machines are used at many of 
the large Swift & Company units handling its payroll 
records. They produce at one operation: employee’s 
pay check, employee’s statement of earnings and 
deductions, employee’s earnings record, payroll 
summary record. 

National Payroll Machines produce entries that 
are clear and legible, and are proved correct at time 
of writing, thus obviating discrepancies due to 
human error, 

Swift & Company is also a large user of other types 
of National Accounting Machines on other applica- 
tions in their business. Among these will be found 
sales distribution and accounts receivable in their 
branch houses throughout the United States and 
Canada. 

Whatever the nature or the size of your own busi- 
ness, you will find one, or more, of the many Na- 
tional Accounting Systems expressly suited to your 
use. The National Cash Register Company, Dayton 
9, Ohio. Offices in principal cities. 


Making business easier 
for the American businessman 


Wires 








National Payroll Machines in Swift & Co. 
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WITH THE EDITORS 





Wr THE NEW YEAR Well under way, we become 
increasingly aware of a new outlook. The year 
1947 is a much different period than its predecessors 
in many respects. Note since the halcyon days of 
the late nineteen twenties have prospects been so 
favorable for the long-range growth and expansion 
of this country and its economy. Far from having 
reached the “frontiers” about which we heard so 
much just a few years ago, there is growing realiza- 
tion that the ultimate limits of this nation’s po- 
tentials are now where in sight. 

But unlike the mercurial optimism of the nineteen 
twenties, when the “sky was the limit,” our nation’s 
present-day optimism is of a more modcrate sort. 
As a people, we have been sobered by the worst war 
in our history—and the loss and sacrifice that this 
entailed. We have passed through more than a 
decade of political vagaries in which free enterprise 
was under fire and strained relations existed between 
business men and their national Government. And 
people have not forgotten the crash of 1929 and the 
black years that followed. All this has bred a healthy 
caution, and we must recognize that far-reaching re- 
adjustment must precede real exy.ension. 

The remarkable thing about al! the tribulations 
through which we have pa-sed is that they have 
served to temper and strengthen our economy. ‘T'o 
day, we are stronger nationally and industrially 
than ever before in our history. True, we still have 
substantial problems with which to cope such as an 
enormous national debt, but our resources have in- 


Looking Into 1947 


creased in relation to these problems. 

One could chart many facts and figures, and ad- 
duce tangible evidence of our present economic posi- 
tion, but there are also intangible influences which 
must be taken into account. By far the most impor- 
tant of these intangibles is the improving political 
climate. The shift away from leftist doctrines and 
anti-free enterprise philosophies has been running 
strong for several years, but found its fullest ex- 
pression in the elections last Fall. It is not merely 
that the Republicans have gained control of Con- 
gress, it is that a more moderate, more tolerant and 
therefore more liberal dispensation is in prospect, 
provided, of course, that the Republicans realize 
and measure up to the hope and trust confided in 
them. 

Still another intangible factor of profound im- 
portance is the better management-labor outlook. 
Management has learned a great deal in the last 
decade or so, much of it the hard way. Labor, now, 
is in for the same educational process, and signs 
are multiplying that the high-water mark of labor 
excesses has been reached. Not in the immediate 
future, but gradually, a better relationship is in the 
making between business management and organized 
labor. ; 

A new year means a new outlook and a new order 
of things. And, this, in turn, means a new challenge 
and new responsibilities for us all. The potentials 
for a better, fuller future are all here for this coun- 
try, if we will but handle them aright. 
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Why you can’t buy all the Caustic Soda, Soda Ash, 


Sodium Bicarbonate and Chlorine you want...and 
what to expect for 1947 and 1948. 


outlook is for alkali and chlorine production. 


Q. Why are caustic soda, soda ash, sodium bicarbon- 


ate and chlorine now in short supply when there 
was an ample supply before the war? 


. Expansion of the alkali-chlorine industry during 
the war was not permitted (except to produce an 
insignificant tonnage) because of the critical 
shortage of materials that would have been 
needed for this construction. However, during 
the same war period, alkali-consuming indus- 
tries, such as aluminum, rayon, textiles, chemi- 
cals and glass food-containers, and chlorine- 
consuming industries, such as DDT, synthetic 
detergents and plastics, were allowed to expand 
their production or construct new facilities. 
These will continue as growing peace-time 
consumers. 


. Was there less alkali for consumers in 1946 than 
in 1945? 


. During 1946 there was less tonnage available 
than in 1945 due to interruptions in production 
caused by coal and other strikes. If these inter- 
ruptions do not recur, there should be some 
increase in alkali tonnage supply for 1947, but 
certainly not enough to meet the increased 
demand. 


. How much alkali and chlorine are being exported? 


. Practically no chlorine. Only a negligible frac- 
tion of the pre-war tonnage of caustic soda, soda 
ash and sodium bicarbonate is now being 
shipped out of this country. 


Much has been written about the need for more Caustic Soda, Soda Ash, Sodium Bicarbonate and 
Liquid Chlorine but, to date, little has been done to explain the reasons for the shortage of these 
products. In the following Question-Answer columns, Mathieson endeavors to tell American in- 


dustrialists just why they can’t get all they want of these vital chemicals . . . and what the 1947-1948 


Q. Is there any idle capacity in the alkali and chlor- 


A. 





ine industry? 


Only four small government-owned caustic- 
chlorine plants. Two of these plants have finally 
been leased to private industry and will be 
placed in operation in early ’47. This additional 
tonnage is only a “drop in the bucket” when 
measured in terms of the overall shortage. 


. Are alkali and chlorine producers expanding their 


facilities? 


. Yes, several producers, including Mathieson, 


are expanding facilities for one or more prod- 
ucts. Some of this expansion was started imme- 
diately following VJ Day. But the special heavy 
equipment necessary (boilers, kilns and tur- 
bines) is as high on the industry shortage list as 
are alkali and chlorine . . . result: expansion 
cannot possibly be completed until late ’47 or 
early 48. 


THE MATHIESON ALKALI WORKS (INC.) 
60 East 42nd Street, New York 17, N. Y. 


athieson 














Caustic Soda * Soda Ash * Bicarbonate of Soda * Liquid Chlorine 

Chlorine Dioxide * Ammonia, Anhydrous & Aqua * HTH Products 

Fused Alkali Products * Synthetic Salt Cake * Dry Ice * Carbonic Gas 
Sodium Chlorite Products * Sodium Methylate 
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The Trend of Events 


BATTLE OF THE BUDGET—The fiscal battle of 1947 
is being joined. The opening salvo was President 
Truman’s new budget of $37,258,000,000 for the 
new fiscal year, against estimated receipts of $37,- 
730,000,000. If this could be achieved, it would be 
the first instance of budgetary balance in years, 
with a a resultant surplus of $202,000,000. 

But this is by no means the last word on the sub- 
ject. The Truman budget immediately drew the fire 
of Republican chiefs, who contend that the Presi- 
dent’s appropriations are excessive and will have to 
be pared down substantially. Other GOP leaders 
charged that the “balance” achieved by the Presi- 
dent’s estimates is only illusory, that in reality it is 
based on misleading forecasts, and that it will wind 
up with a deficit, rather than the estimated surplus. 
Leading Republican sentiment, as this is being writ- 
ten, favors a cut in appropriations of about $214 
billions, which, it is contended, could come from 
non-defense appropriations. Elimination and reduc- 
tion of certain Federal agencies is one of the specific 
steps recommended. 

Behind the Republican assault on the President’s 
budget, there is much more than the usual run of 
partisan politics. While it is true that the GOP is 
traditionally economy-minded, the central point at 
issue just now is that the Republicans are committed 
to tax reductions, and are hard pressed to carry out 
their pledge. Obviously, if they can trim Federal 
expenses to a significant degree, their chances for 
effecting tax cuts will be much improved. 

So, the focus of the clash between the two factions 


will be mainly about the tax issue. The GOP says 
that taxes can and will be cut. The President claims 
this is impossible. It will be interesting to see how 
the battle fares. 

On this whole matter of how tax rate changes 
affect revenues, some astute observers have pointed 
out a little-observed fact, namely, that the tax relief 
voted late in 1945, to apply to 1946 earnings, 
actually yielded a $2,500,000,000 boost in Federal 
receipts, instead of the $6,000,000,000 drop which 
the Government fiscal authorities had forecast at 
that time. The rise in tax income, it will be noted, 
occurred despite the host of tribulations that indus- 
try suffered last year through strikes, materials 
shortages and other troubles, an interesting com- 
mentary on the theory that higher tax rates neces- 
sarily mean higher revenues. 

Turning to some of the other aspects of the Tru- 
man budget, it is interesting to note how the Govern- 
ment intends to spend its budget dollar in the fiscal 
year ahead. Defense appropriations loom largest, 
with direct Army-Navy appropriations getting 30 
cents out of the budget dollar, and if we add the 3 
cents devoted to atomic and similar research, and the 
19.5 cents for veterans’ services and benefits, the 
total for direct and indirect defense totals 52.5 
cents. The largest single non-military outlay is 
for interest on the national debt, which accounts for 
13 cents out of the expense dollar, while 9 cents are 
devoted to “international affairs and _ finance,” 
meaning, chiefly, the financial aid we shall be extend- 
ing to various foreign nations and our contributions 
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to international financial agencies, such as the 
Monetary Fund. 


QUARANTINING LABOR TROUBLES — One of the 
more encouraging signs on our national horizon is 
the almost universal determination to avoid a repeti- 
tion of the strike epidemics which almost paralyzed 
industry in 1946. It is a feeling shared not only by 
industrial leaders, but by a good part of the rank 
and file of labor, and by figures in Government who 
have been traditionally friendly to the cause of labor 
generally. 

Among the latter is Republican Senator Ball of 
Minnesota, who has been among the more liberal 
members of his party. Thus far, the Senator has 
introduced several bills designed to curb labor 
excesses, while at the same time preserving the basic 
liberties of labor as a whole. These are the Ball- 
Taft-Smith bill, a slightly revised version of last 
year’s Case bill, the anti-closed shop bill, and amend- 
ments to the Wagner Act. 

But the most significant of all, in many respects, 
is the latest introduced by this Senator, which, in 
effect, would quarantine labor troubles to a consider- 
able degree. One of the worst features of the endemic 
strikes of 1946 was the way in which they spread 
throughout whole industries. Thus, a walkout in an 
obscure plant over some minor issue could overnight 
beget sympathy strikes in the whole industry. Net 
result was that the unions involved endeavored to 
bargain for the entire industry in question rather 
than for the company originally concerned. The 
Ball plan aims to stop all that. Popularly designated 
the “local bargaining” bill, it would prohibit unions 
from representing the employees of more than one 
company in a strike unless the plants involved were 
within a 100-mile radius. (Sole exception, however, 
would be if the one company affected had plants in 
various parts of the country.) 

At a time when nation-wide shutdowns have be- 
come a major threat, such legislation would have the 
effect of quarantining labor trouble within reason- 
able limits. While it would not entirely prevent in- 
dustry-wide walkouts, it could effectively check their 
progress and delay their timing, which means a good 
deal. 


BRITISH NATIONALIZATION SPREADING — The 
nationalization program of the British Socialist gov- 
ernment is materializing step by step. Britain’s 
central bank, its civil aviation, coal mines and com- 
munications have already been made government 
property, and the electric power industry is next on 
the list. The Socialists are not doing things by 
halves; they are taking over whole industries step 
by step. In nationalizing the utility business, they 
are taking over the entire power generating and 
supply system of the island kingdom. Plans for 
regimenting British agriculture are already far ad- 
vanced, and inland transportation will probably be 
next on the list. 


Following a pattern that has become all too 
familiar by now, each industry, upon government 
acquisition, is placed under a central government 
authority, whose aim is to “standardize the industry 
and to furnish increased supplies at cheaper rates.” 

It seems well nigh incredible that all this would 
ever happen in Great Britain, the traditional 
stronghold of free enterprise and private ownership. 
But whether we like it or not, there it is, and the best 
that Americans can do is to read whatever lessons 
might apply to our own land. Our best antidote 
against a duplication of such trends here is to make 
free enterprise work and to have it succeed as never 
before. This would be the best refutation possible 
to the advocates of statism and regimentation. 


TARIFF OPPOSITION—The Administration’s much- 
discussed reciprocal trade program isn’t going to 
have completely easy sailing. Opposition is mount- 
ing rapidly in many quarters, and, oddly enough, 
in circles that traditionally have been among the 
advocates of tariff reduction and greater reciprocity 
in our world trade. 

Probably most surprising has been the objection 
of Southern and Western agriculture, the historical 
champions of low tariffs and increased imports. But 
their support of low tariffs has been chiefly where 
manufactured goods are concerned. Now that farm 
products may be affected by tariff concessions, the 
agrarian interests’ stand has been greatly altered. 
Representatives of Western and Southern states re- 
cently contended that any further paring of tariffs 
on their products would bring widespread “peon- 
age” to the United States. The obvious inference, 
of course, is that this would lower the barriers to a 
flood of foreign crops which by virtue of lower pro- 
duction costs could undersell domestic producers 
in our home market. 

Allied with the farm interests in this stand are the 
livestock and mining operators, who plead that their 
markets, too, would be affected. Under the recipro- 
cal trade program in force for the past twelve years, 
many tariffs have been reduced about 30% to 40% 
on numerous products. Now the Administration 
hopes that tariffs can be pared another 50% from 
present levels. 

This whole subject of reciprocal tariffs is a com- 
plex affair, and is one which cannot be dismissed 
by easy generalizations. Perhaps there is a measure 
of justice in what these tariff opponents contend. 
But anti-tariff arguments are old, familiar stories 
in this country, and are usually implemented by 
predictions of dire ruin for the industry involved if 
tariff barriers are lowered. Yet, the one point so 
consistently overlooked is that a larger inflow of im- 
ports, at lower prices, may not be unpalatable to 
the American consumer, especially at a time when 
many goods are still scarce and prices are high. If 
the reciprocal tariff program is to succeed, the in- 
terests of the nation as a whole, rather than of 
special groups, must be the prime consideration. 
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THE SPECULATOR'S ROLE IN OUR ECONOMY 


* OMEHOW the word “speculator” has taken on a 
weird variety of meanings in popular usage, with 
all kinds of connotations of gambling and financial] 
legerdemain. But despite popular impressions to 
the contrary, that much-maligned individual, the 
speculator, plays a vital role in our free enterprise 
system. We refer here, of course, to speculation in 
its literal meaning and in its best ethical sense. 
Honest, competent speculators are not to be con- 
fused with swindlers 
and charlatans, who 
crop up from time to 
time in the business 
world as well as in 
any other realm, but 
who are the exception 
rather than the rule. 

Every new idea, 
project and invention 
needs the support and 
sponsorship of entre- 
preneurs and promo- 
ters (which are really 
synonoymous for 
“speculator”) and it 
is these individuals 
who put up the neces- 
sary cash in hope of 
eventual reward. By 
his willingness to fur- 
nish venture capital, 
which is the lifeblood 
of free enterprise, the 
speculator is the driv- 
ing force in our busi- 
ness life. 

Honest speculation 
also aids our financial 
machinery in many 
ways that the critics 
of free enterprise fail 
to admit. Without a 
good amount of svec- 
uative capital in the financial markets at all times, 
these exchanges would be dangerously thin, and 
liquidity would be much impaired. This is even more 
true of our commodity exchanges, where speculators 
act as a balance wheel between buyers and sellers 
of our basic crops and raw materials. Lacking such 
speculative support, prices for these commodities 
would gyrate wildly, hurting both producer and 
consumer. 

History in all lands and ages shows that specula- 
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**Needed tor an Expanding Economy” 


tion and economic expansion go hand in hand. It 
was true in the Graeco-Roman world of commerce, 
it was again illustrated in the rise of Venice, and 
later, of Holland, Britain, France, Germany and, 
finally, of our own nation. When speculation is dis- 
couraged, either by legislation or by restricting in- 
centives, economic stagnation and decline always 
follow. 

Signs are multiplying that speculation, in the 
best sense of the word, 
is coming back into its 
rightful place in this 
country. In a land 
where there is still no 
ceiling on opportun- 
ity, Incentives are 
great enough to war- 
rant the risk of capi- 
tal in the hope of 
eventual profit. In 
every business boom 
in our history, the 
speculator has been 
prominent. 

Unfortunately, this 
very necessary sup- 
plier of venture capi- 
tal has not always had 
easy going in the past 
decade or more. Dur- 
ing that period, he 
was the target of a 
hostile Administra- 
tion and the expon- 
ents of collectivism 
whose theory was that 
the “State should do 
it” rather than the in- 
dividual and his re- 
sources. But that 
threat seems _ pretty 
largely removed, at 
least for the present, 
and an atmosphere more favorable to venture 
capital is returning once again. 

Incentive is the key to putting venture capital to 
work and keeping it at maximum employment. Such 
incentive must include a reasonable chance to make 
a profit, and the assurance that the supplier of the 
capital will be able to keep all or most of such 
profits. Elimination of our capital gains levy and 
others forms of tax relief will be necessary in order 
to heighten incentives once again. 












































The market is again on the defensive, with 
new lows threatened in a great many stocks, 
especially among consumer-goods issues and 
more speculative equities generally. Pending 


Wisest Market Policy Now 


the outcome of a conclusive test of the Oc- 
tober lows in the averages, which may or may 
not come on the present sell-off, we suggest 
that all buying be postponed. 


By A. T. MILLER 


ROM A TECHNICAL STANDOINT, THE ACTION OF 

THE MARKET Is poor. In terms of the Dow-Jones 
industrial average, the traditional year-end rally 
culminated on January 6 and 9 with a double top 
(closing prices). Measured from the December low, 
it fell far short of the long-term average perform- 
ance for the year-end season. Measured against the 
best levels of October and November, it added rela- 
tively little to the intermediate recovery from the 
October bear-market low. Finally, the whole recov- 
ery made up only about a third of the ground lost 
in the August-October decline, which is, roughly, 
minimum expectancy on a secondary reversal in a 
bear market. 

Rail stocks made their recovery high as long ago 
as December 9, about a month ahead of the indus- 


trials. For the utility average, the comparable date 
was December 20. In other words, neither of these 
important groups had any year-end rise. 

In some respects the situation reminds one of last 
summer, when it was generally assumed that the 
bull market was still “in being,” although only time 
can tell whether the comparison has any prophetic 
value. At that time the market proved unable to go 
ahead significantly, although the seasonal “habit” 
of advances in July-August has been second only to 
the year-end rise in consistency over a long period 
of years. At that time there had also been divergent 
action by the industrial and rail averages, such as 
has frequently preceded important reversals of gen- 
eral trend for reasons which nobody has ever been 
able to rationalize. 


In any event, it took only a few 
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days of weakness to turn speculative 
thoughts from the question how far 
recovery might go to the less pleasant 
question of whether the bear-market 
lows face a nearby test, and, if so, 
whether these lows will be broken. We 
do not know the answers to those ques- 
tions. Nobody does. However, the 
market is definitely on the defensive. 
The possibilities should not unduly 
concern those who have taken our 
previous advices to heart. In our 
January 4 issue we warned that top- 
heavy speculative holdings should be 
lightened immediately, as it was too 
risky to take a chance in waiting for 
more rally. At the same time we said 
that further selling tests were bound 
to be met in any event; and suggested 
that a display of resistance to pressure 
would be more reliable, in its major- 
trend implications, if it came around 
March-April than over the near 
future. There is no change in the 
latter view. It rests on the fact that 
nearly all bear markets have lasted 
longer than this one has to date; and 
the further fact that in the great 
majority of bear-market years stock 
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prices at some time within 
the spring period have gone 
sharply under January 
levels. On any time pattern 
that we can conceive of for 
the transition from _ bear 
market to bull market, the 
burden of proof will remain 
on the bull side for a con- 
siderable time . to come, 
probably at least several 
months at a minimum. 

Our Market-Support in- 
dicator, which was discussed 
at some length here two 
weeks ago, reflects reduced 
demand and increased pres- 
sure. Similar “back-downs” 
after a near-crossing of the 
two lines (when there is a 
deficit gap in market sup- 
port) have often, although 
not always, preceded impor- 
tant declines. As we have 
said before, it can only in- 
dicate the direction. It can 
not foretell how far a move 
will carry, and neither can 
any other technical tool. 

Regardless of whether the 
averages break their prev- 
ious bear-market lows or 
hold somewhat above them, 
a great many individual 
stocks—probably at least 
several hundred—are bound 
to go into new low ground 
unless the sell-off which be- 
gan toward the end of last 
week, and which is continu- 
ing as we go to press, is 


halted almost immediately. This is because numer- 
ous issues rallied so little from their lows that they 
have negligible leeway for retreat without making 
new lows. A glance down the list shows a score or 
so of new lows at last week’s close, and a rather 
startling number of stocks still above previous lows 
by only a margin ranging from fractions to 2 


points. 


Consumer Goods Stocks Weak 


Among our weekly group indexes, the following 
are already at new bear-market lows: aircraft, air 
lines, amusements, department stores, gold mining, 
liquors, mail order, radio and textiles. This list, as 
you will note, runs heavily to consumption-goods 
lines, although not exclusively so, which rose much 
above-average during the late bull market, which 
had abnormally large earnings gains in 1946 and 
which mostly have below-average prospects for 


1947. 


Two outstanding facts are that, generally speak- 
ing, consumer goods ‘stocks are decidedly out of 
favor, and so are the most speculative issues regard- 
less of the industry they represent. Thus, the spread 
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between our index of 100 low-price stocks and the 
index of 100 high-price stocks was wider at the end 
of last week than at any time since the bear market 
started. Such recovery as we had centered mainly 
in durable-goods groups, plus a few perennial in- 
vestment favorites such as chemicals, drugs, oils, etc. 
It rested on a light investment demand—coupled 
with withdrawal of offerings—which can never be 
counted on to “reach” very far for stocks in an at- 
mosphere of any considerable uncertainty. 

Meanwhile the average person is correct in figur- 
ing—as the market’s behavior shows he has figured 
—that there is no percentage to speak of in spec- 
ulating for bear-market rallies, or regarding them 
as other than purely fortuitous opportunities for 
selling. No doubt some stocks will hold relatively 
well during the rest of the bear market; but we con- 
tinue to think, as we have thought from the start, 
that the chances are that the majority of speculative 
issues will wind up at unreasonably low levels, rather 
than merely reasonable ones. 

Market action in the period ahead will supply the 
most reliable clues. For the present defer all buying. 
—Monday, January 13. 


405 






















Industrial 
Balance 


Sheet 


* 
WITH PREVIEW 
OF 1947 TRENDS 





on too limited a pre- 
mise; while they may 
be perfectly correct for 
a particular industry 
or a given area, they 
may not be true of our 
national economy as a 


whole. 
So, in attempting to 
analyze the business 


outlook as accurately 
as possible, and to pre- 
sent a balanced rather 
than a one-sided pic- 
ture, it is necessary to 
weigh both the favor- 
able and adverse ele- 
ments at work in the 
business scene. For it 
is obvious that 1947 















By W. C. HANSON 


ORECASTING THE BUSINESS OUTLOOK for the new 

year has become something of an American tradi- 
tion recently, and since 194'7 is a significant period 
in our postwar history, opinions have not been lack- 
ing as to what may lie ahead. As is usually the case, 
predictions range from undiluted optimism to black 
pessimism, with the great majority somewhere be- 
tween these two extremes. And, as is also frequently 
the case, individual forecasts are largely colored, 
subconsciously or otherwise, by the hopes and fears 
of the persons making them. Then, too, many 
otherwise well-qualified prognostications are based 
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business will be the 
composite result of all 
these forces, rather 
than of just the con- 
structive or just the re- 
tarding influences. 
While these basic forces 
shaping the business 
outlook are innumer- 
able, most of them can be grouped under fairly 
general broad classifications, and, in this manner, 
the principal factors are summarized on the opposite 
page as the “Dynamic Forces Which Will Influence 
1947 Business.” 

In our “Preview of 1947 Business and Investment 
Trends” in the January 4 issue, the broad, general 
trends in the making were discussed. As a sequel to 
that survey, we consider here some of the specific 
factors which will determine the character of 1947 
business. It will be noted that intangible as well as 
tangible factors are included, as such intangibles as 
the improving political atmosphere, changing labor 
situation, and the trend of foreign affairs, although 
they cannot be measured in actual figures, will have 
profound effects on business eventually. 

Weighing all these varied factors together only 
emphasizes the fact that “readjustment” will be the 
keynote for 1947. With the physical phases of re- 
conversion practically completed, 1947 will see the 
secondary phases of economic transition back *o a 
true peacetime basis, a condition which hes not ob- 
tained since 1939, when we began to move toward a 
war footing. 

This is really the central fact of the 1947 business 
situation, with all other facters of secondary im- 
portance. Moving back to a normal peace basis will 
mean important shifts within our industry and in 
the pattern of industrial production. Although in- 
dustrial output since V-J day has been at a high 
level, production has been centered mainly in the 
lighter industries—consumer goods, “soft” lines, 
and semi-durables. Consumer durables and capital 
goods have been distinctly in second place. But this 
pattern will change substantially in the year ahead. 
In 1947 the emphasis (Please turn to page 458) 
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Dynamic Forces Which Will Influence 1947 Business 











FAVORABLE FACTORS 


IMPROVING POLITICAL ATMOSPHERE — A factor of 
prime importance, as it impinges upon, and affects every 
phase of business, especially as regards Government's 
attitude toward management, labor and free enterprise. 
Shift in political sentiment, as emphasized in last elec- 
tion, shows trend toward greater conservatism and 
moderation. Result augurs well for future of free enter- 
prise in this country, and if properly handled, could pro- 
vide the basis for an era of goodwill in relations among 
management, labor and government. 


RECONVERSION LARGELY ACCOMPLISHED — Postwar 
reconversion process was largely completed in 1946, 
though the transition was rough, and beset by strikes 
and critical supply shortages. Industry is now reestab- 
lished substantially on a peacetime basis, placing it in 
@ position to embark upon task of production for post- 
war period. Dropping of war-created restrictions on 
prices, production, etc. and ending of war emergency 
political controls facilitates the transition back to rela- 
tively normal conditions. 


SUPPLY BOTTLENECKS EASING — In contrast with the 
acute shortages of materials and component parts last 
year, 1947 promises an alleviation of many supply bottle- 
necks and a consequent impetus in meeting consumers’ 
needs. 


IMPROVING LABOR SITUATION—Though labor strife is 
far from over, there is good reason to believe that 1946 
saw the high-water mark both of power and excesses by 
the czars of organized labor. The election mandate last 
November strengthens the prospect for better-balanced 
labor legislation this year and for bringing unions to 
greater accountability. General trend is toward more 
equitable balance between labor and industry. 


AUGMENTED FINANCIAL RESOURCES—Nation's liquid 
assets (cash, bank deposits, savings bonds, etc.) stood 
at $222.5 billion last June 30, according to Federal Re- 
serve survey, compared with $65 billion at the end of 
1939. Money in circulation approximating $108 billion 
has trebled since the beginning of the war. Its rate of 
circulation is now relatively slow; if accelerated even 
slightly, it could support a huge volume of trade. Such 
a backlog of resources, far above all previous records, 
could sustain a prolonged business boom. 


RECORD FOREIGN TRADE — American exports rose to 
the extraordinary level of $10 billions in 1946, while 
imports increased to a record $5 billions. Still higher 
peaks for both phases of our foreign trade are forecast 
for 1947, with exports estimated at about $11 billions 
and imports at $6 billions. Government and trade ex- 
perts making these predictions base their forecasts on 
huge foreign needs for U. S. goods, and continuing Wash- 
ington policy of aiding these nations by direct and in- 
direct financial assistance. 


FEDERAL BUDGETARY IMPROVEMENT — For the first 
time in fifteen years, the national webt is Leing reduced 
rather than increased. From peak of over $279 billions 
reached last February, it has been scaled down to less 
than $259 billions, and further substantial reductions are 
in sight. While this fact itself is highly important, still 
more significant is the fiscal policy and philosophy moti- 
vating such financial stabilization—the trend is away 
from reckless spending and waste in Government; re- 
trenchment is now in order. 


DECLINE IN LIVING COSTS—The downward trend in cer- 
tain cost-of-living items, which began late in 1946 will 
continue this year, easing the strain on consumer pocket- 
books. 


HEAVY INDUSTRY EXPANSION—Aided by record back- 
logs and firm orders for various types of equipment, 
capital goods industry is scheduled for rising output in 
1947. Consumer durable goods, sales of which were $14 
billion last year, are expected to show considerable in- 
crease in the year ahead. 








UNFAVORABLE FACTORS 


DISTORTED PRICE RELATIONSHIPS — The wartime and 
postwar inflation in operating costs and wages has hit 
some segments of our economy more directly than 
others, resulting in cost and price maladjustments. 
Moreover, numerous retail and wholesale prices have 
advanced to levels where they are out of line with pur- 
chasing power. These, however, are temporary rather 
than permanent problems, and as the new year pro- 
gresses, a process of readjustment will be witnessed 
whereby many abnormalities will be corrected. 


POSSIBLE INVENTORY LOSSES—With substantial price 
markdowns already under way, and more to come, in- 
ventory losses are inevitable for some organizations, 
principally in the retail field. However, the five years 
of lush prosperity which merchandisers have enjoyed 
have provided ample reserves to absorb such inventory 
losses, which in any event, are not expected to run to 
critical proportions. 


DECLINE IN NATIONAL INCOME—Having advanced to 
the all-time peak of $165 billions in 1946, national in- 
come is expected to decline moderately this year, pos- 
sibly to about $155 billions or a little less. However, a 
decline of this magnitude is far from serious, and the 
estimated 1947 income figure is still well above the pre- 
war norm, and almost twice the $83.3 billions reached 
in the banner year of 1929. 


TAPERING OFF IN CONSUMER BUYING—Total consumer 
buying scored a new record high of $127 billions in 1946, 
a 25% gain over 1945 and more than double the 1929 
rate. Retail sales rose to a new peak of $96 billions. A 
decline of around 10% is anticipated for 1947 in total 
spending, reflecting price reductions and moderate drop 
in aggregate employment. 


MODERATE DROP IN INDUSTRIAL OUTPUT — Industrial 
production at close of 1946 was probably well above 
180 level (Federal Reserve Index) and will continue high 
in early months of 1947. However, some slackening is 
anticipated later this year, which might bring the yearly 
average to about 160-162, compared with a 1946 aver- 
age of around 170. 


MINOR INCREASE IN UNEMPLOYMENT — Current em- 
ployment rate of over 60 millions at work is a boom 
level which cannot be maintained indefinitely. Con- 
comitant with the aforementioned drop-off in factory 
production, unemployment might increase to about 5 
million from the present nominal level of about 2 million. 


NEW PROBLEMS CONFRONTING BUSINESS MANAGE- 
MENT—While current trends now favor management and 
free enterprise, certain new problems present them- 
selves to industry. Labor demands are shifting from the 
traditional wages-and-hours objectives to new goals— 
participation in profits, guaranteed annual incomes, and 
indirect pay increases as exemplified by the "portal pay” 
suits. Misrepresentations are being made of corporate 
profits, as a basis for wage increases and other demands. 
Influence of leftist propaganda—both domestically and 
foreign inspired—on certain labor organizations must 
also be reckoned with, and free enterprise as a system 
will be under fire. 


UNCERTAIN FOREIGN SITUATION — While United 
Nations organization is finally off to a good start, the 
foreign situation leaves much to be desired, with Com- 
munist influence spreading through much of Europe and 
making rapid strides in Asia and Latin America. Russia's 
intransigeance promises to continue as a major problem, 
but the prospect of actual war in 1947 is virtually nil. 


SUPPLY MALADJUSTMENTS—Though supply bottlenecks 
are easing, as already indicated, the process is slower 
in some cases than in others. Net result is an uneven 
flow of raw materials and component parts, which fre- 
quently delays final assembly in some lines and causes 
temporary maladjustments. 
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WHICH 


INDUSTRIES 
Other Rost Prospects 
FOR 1947? 


to loaf so long as they 
could draw unemploy- 
ment compensation. If 
labor leaders and 
business executives dis- 
play a regard for the 
national interest as 
they did during the 
war, 1947 will be a 
much better year than 
the prophets foresee. 
It is too early to 
say that there will be 
no major industry- 
wide strikes in 1947, 
but public opinion 
polls indicate that 
such tie-ups will not 
have the popular tol- 





By GEORGE W. MATHIS 
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erance they received a 
year ago. Workers no 
longer have savings to 
tide them over long 
weeks of idleness. 
Moreover, union 
treasuries are slimmer 
than twelve months 
ago, so relief from 
that source is far from 
reassuring. Regard- 
less then of the effect 
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LOT HAS BEEN saID recently about “back to 

normalcy”—a phrase dating back almost a 
generation to another postwar transition climaxed 
by a Republican election sweep. It may be sig- 
nificant that this term now has reappeared to 
dscribe a national mood. Twenty-six years ago it 
sparked the beginning of a long sustained industrial 
expansion. 

The Nation once again has the principal in- 
gredients for an ample measure of prosperity. Time 
will tell whether government, business and labor are 
capabe of making the most of their opportunity. As 
the new year unfolds, the attitude of union labor in 
negotiating new contracts soon will indicate whether 
we May experience an encouraging increase in pro- 
duction this year and a closer approach to “norm- 
alcy” in industrial relationships. 

Unless production is hampered by another round 
of strikes and work stoppages, the outlook for 1947 
appears promising for outstanding progress in sev- 
eral major industries. Others seem destined to expe- 
rience satisfactory results, while a few which boomed 
during the war may encounter difficulties in the form 
of overproduction and sharply reduced profit 
margins. The attitude of labor undoubtedly will 
be a determining factor in several industries in which 
wages represent a large part of total production 
costs. There have been hopeful signs of a greater 
willingness to buckle down to the job than a year 
ago, when numerous war plant workers were content 
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of legislative trends, 
the rank and file of 
labor presumably is 
more willing and anxious to stick to the job, and 
this attitude augurs well for industrial production. 

In the following roundup of industrial surveys, it 
is assumed that there will be no repetition of strikes 
in the 1946 scale and that any such disturbances 
will be limited to minor affairs. Whether or not 
wage increases are granted to satisfy new demands 
is immaterial for the purposes of this discussion. In 
such an environment, it seems likely that these in- 
dustries should be in position to improve their earn- 
ings position: Building Machinery, Metals, Paper, 
Petroleum and Steel. Those which appear likely to 
experience satisfactory or average results include: 
Automobiles, Chemicals Electrical Equipment, Foods, 
Rails, Rail Equipments, Tobaccos and Utilities. In 
the third group are those which face greater than 
usual difficulties: Aviation, Liquors, Merchandising, 
Movies, Rubbers and Textiles. These industries are 
discussed in detail below. 

Building—All signs point to a record building 
boom this year. This bright outlook is based on (1) 
The urgent need for millions of new homes, (2) de- 
clining construction costs, due to greater resistance 
to high prices and to a recently stimulated flow of 
materials, (3) removal of restrictions that hampered 
speculative building and (4) likelihood of govern- 
mental assistance for political reasons. 

Notwithstanding the fine start in face of many 
handicaps last year, comparatively little progress 
was made in satisfying the postwar demand for 
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housing. ‘Thousands of residences constructed in 
1946 were makeshifts designed only to meet the 
emergency then existing. New homes will be needed 
for families living in quonset huts and other tem- 
porary buildings. Trade authorities estimate that 
twice as many new houses will be completed this year 
as in 1946. Federal estimates place 1946 comple- 
tions at less than 700,000 units. 


Expanding Construction Business 


Trade surveys indicate that materials should be 
more plentiful in the next few months such as 
lumber, that had been hoarded for high prices and 
is now being offered at less than OPA ceilings. This 
suggests that expenditures for housing may expand 
in the coming year, which means that estimates of 
$22 billion for 1947 may be a reasonable forecast. 
Construction expenditures last year are believed to 
have approximated $14.5 billion. At the moment, 
the outlook seems promising for a gain of 50 per 
cent or more in building activity. An increase of 
132 per cent in contracts for apartments, hotels, etc. 
is forecast by the F. W. Dodge Corp. 

Machinery—There is little question of the need 
for substantial quantities of industrial and farm 
machinery. Provided current labor problems can be 
settled and essential raw materials become more 
abundant, machinery makers may be headed for a 
banner year. Larger and more efficient machines are 
needed in industrial plants to combat rising labor 
costs. For the same reason, farmers* require 
modern equipment to replace men attracted to 
higher paying industrial employment. In business 
offices, too, faster and newer machines are needed to 
meet present day requirements. The outlook for 
heavy construction machinery is less promising than 
for light equipment. 

Optimistic manufacturers of agricultural equip- 
ment believe the prospect is favorable for produc- 
tion this year in excess of the $1.1 billion record of 





1944. To some extent, such an increase could be at- 
tributed to higher prices now in effect. Quotations 
on equipment advanced several months ago when 
OPA controls were removed. 

Price advances on office machines enabled manu- 
facturers to resume normal operations. Materials 
are becoming more readily available, and produc- 
tion appears headed for record levels, inasmuch as 
plant capacity has been increased since 1941. De- 
mand for accounting machines and for payroll 
equipment is reported especially strong, while cash 
registers are being more widely adopted in retail 
establishments that previously have used central 
cashier systems. On the whole, an expansion of from 
25 to 33 per cent is anticipated in this industry if 
labor troubles do not retard the flow of materials. 

Metals—Because basic metals, such as copper, 
lead and zinc, are so vitally needed as raw materials 
in building construction, in the automobile industry, 
in public utility transmission systems, in electrical 
equipment and in numerous other lines, it is appar- 
ent that demand promises to remain active for some 
time to come. Prices are at relatively high levels and 
profit margins are better than at any time since be- 
fore the war. 

Record Demand For Metals 

Prospective industrial requirements of non-fer- 
rous metals seem likely to exceed domestic output. 
American mines are believed prepared to supply 
only about 850,000 tons of refined copper, compared 
with indicated needs of about 1.3 million tons. Lead 
requirements are expected to exceed 1 milllion tons 
in the coming year, but it is estimated that domestic 
mines can supply no more than 450,000 tons and 
considerably less than this amount may be recovered 
from scrap. Similar conditions prevail in zinc, de- 
mand for which is estimated at slightly less than 1 
million tons. 

Prices of non-ferrous metas have advanced to 


Somewhat divergent trends appears shaping up for various industries as the new year pro- 
gresses. Those who raced ahead fastest in 1946 may now be outdistanced by recent laggards. 
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levels where they seem capable of bringing in sup- 
plies from Canada and from other foreign sources. 
Although mining costs have increased, profit 
margins of domestic producers have widened con- 
siderably and indications point to more satisfactory 
results this year for major producers of copper, lead 
and zinc. 

Silver prices have developed a downward course, 
however, as a result of pressure from British and 
Asiatic holders. Continuation of this trend should 
prove favorable for industrial users of the white 
metal. 


Further Rise In Paper Output 


Paper—Although additional productive capacity 
is difficult to obtain, paper producers look for a 
further modest increase of 10 to 15 per cent in out- 
put in 1947. This would mean a new high record 
in excess of 20 million tons. Production last year, 
hampered little by labor trouble, approximated 19 
million tons for a total surpassing the 1941 peak. 

Factors contributing to the promising outlook for 
paper and paperboard makers include (1) steady 
growth in per capita use of paper, (2) new uses 
developed during the war and (3) stronger export 
demand attributed to worldwide limitations on out- 
put during the war. Because of strong demand for 
pulp and various types of paper, domestic producers 
appear immune for the time being from foreign 
competition. Scandinavian costs have advanced and 
freight rates remain prohibitive. 

Paper prices have advanced moderately, enabling 
producers to offset higher labor costs, but profit 
margins have been reasonably satisfactory even 
under OPA regulations, so that any future changes 
in this industry may be toward lower levels if pro- 
duction can be boosted. Kraft and book paper seem 
less vulnerable to price competition than newsprint 
and specialties. In general, paper producers seem 
likely to maintain profits in 1947. 


Oil Outlook Favorable 


Petroleuem—Relative freedom from labor trouble 
and prospects for continued good demand for prod- 
ucts provide a favorable outlook fer the petroleum 
industry. The authoritative Bureau of Mines esti- 
mates probable 1947 demand for refined petroleum 
products at slightly more than -2 billion barrels. 
This would mean an increase of about 4 per cent 
over 1946 requirements. Aside from the secular 
growth trend in gasoline needs, a further shift from 
coal to heating oils for fuel promises to enlarge 
petroleum consumption this year. 

Expenditures for exploration appear destined to 
increase and competition for business may require 
larger appropriations for advertising and for de- 
velopment of merchandising outlets. Hence, the up- 
trend in costs that developed last year may be ex- 
pected to continue as a retarding influence on profit 
margins. Earnings of principal oil companies have 
held at exceptionally high levels since the beginning 
of the war and may not widen further. In general, 
earnings provide ample coverage for current divi- 
dend requirements. 

Steel—Peaceful labor conditions probably would 
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mean more for the iron and steel industry than for 
any other major group of producers. Demand ap- 
parently is sufficient to absorb capacity output in 
1947, and this would mean almost 90 million tons 
of ingots and steel for castings. In spite of disrup- 
tions last year, the industry produced approximately 
65.8 million tons, so that an increase of 25 to 30 per 
cent presumably could be achieved if no strikes in- 
tervene in the mills themselves or in coal and trans- 
portation. The industry began the year with opera- 
tions at about 87 per cent of capacity, and barring 
unexepected developments, this rate should be lifted 
gradually in coming months. 

Normal profit margins have been restored, and 
this fact assures substantial earnings provided a 
high rate of output can be maintained. On basis of 
recent results, net profits of major companies should 
top the best war years. This promising outlook is 
contingent on a satisfactory solution of pending 
negotiations for a new contract. If managements 
and union leaders reach an agreement that will per- 
mit absorption of moderate wage increases, most 
companies would be expected to show encouraging 
improvement in 1947 earnings. 


Automobile Uncertainties 


Automobiles—Uncertainties related to labor atti- 
tudes and supplies of materials shroud the outlook 
for the highly important automotive industry. Given 
an adequate flow of steel, copper and other essential] 
materials and harmonious labor conditions, motor 
car manufacturers undoubtedly could turn out a 
record volume of new cars this year. Demand is suf- 
ficiently strong to assure a ready sale for an in- 
definite period. Price cuts may be necessary before 
the end of the year to sustain buyer interest if the 
industry reaches an annual rate of 4 million cars, but 
under such conditions, manufacturers probably 
would be more than willing to shade prices. Earn- 
ings in this industry depend almost entirely on main- 
tenance of an uninterrupted high rate of output. 

Motor car production last year slightly exceeded 
the 1938 volume, but fell considerably short of the 
1941 total. In the truck division, however, the com- 
parison with the latest pre-war year was more favor- 
able. From a financial viewpoint, the year was dis- 
appointing, but trade authorities indicated that the 
industry had about reached the break-even point in 
the third quarter. Freedom from work stoppages 
for an extended period, which unfortunately cannot 
be assured, would go far toward restoring earning 
power. This outlook applies equally to produ-ers 
of accessories as well as to passenger car and truck 
manufacturers. 


Chemical Prospects 


Chemicals—Gradual expansion in industrial ac- 
tivity in recent months has been accompanied by a 
slight gain in output of chemicals, but 1946 produc- 
tion apparently fell slightly below 1945 volume. 
Profit margins widened late in the year and earn- 
ings of representative companies showed satisfactory 
improvement over the preceding year. With inven- 
tories in better shape, the industry may encounter 
a better balance between supply and demand this 
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year. This may foreshadow some shading ot prices 
as competition increases. Hence, the outlook for 
this industry is regarded as no better than average. 
Relatively good earnings should be maintained, how- 
ever, and the growth factor for which chemicals are 
noted seems likely to continue strong. 


Electrical Goods and Food 


Electrical Equipment—The outlook in electrical 
ds manufacturing is not unlike that in the auto- 
mobile industry. Deferred consumer demand is 
large, raw materials are in greater supply than a 
year ago, but the labor situation remains unsettled. 
If wage problems can be amicably solved, the indus- 
try should experience favorable results this year. 
Heavy equipment, such as turbines and generators 
used in utilities, are in urgent demand, while output 
of small motors promises to continue at a high rate. 
Production of major household appliances seems 
destined to be maintained, but smaller items like 
irons, toasters and vacuum cleaners are beginning to 
accumulate on retailers’ shelves. Small table radios 
are in abundant supply, but demand is adequate for 
console and automobile models. Government statis- 
tics show production of radios, electric irons, vacuum 
cleaners and washing machines has exceeded the 
1940-41 monthly average, while output of refrigera- 
tors and sewing machines is not far behind the pre- 
war rate. Normal profit margins have been restored, 
and with steady production earnings in this industry 
should register improvement. 

Foods—Price readjustments loom in the food in- 
dustry. Substantial declines have occurred in some 
divisions. Demand promises to hold at a higher level 
than might be expected if employment were to de- 
cline. With exports slackening, it seems likely that 
supply may get out of balance in the coming crop 
season. There probably will be a few exceptions, 
such as sugar and canned fruits. Meats may con- 
tinue scarcer than usual for a while. 

Food processors and distributors face mixed con- 
ditions. Some stand to benefit from declining costs 
of raw materials, while others may be adversely 
affected by iriventory depreciation. In general, pro- 
cessors of corn products find conditions favorable, 
and similar conditions prevail in dairy products, 
but even in these groups profit margins are narrow- 
ing; on the other hand, grocers are faced with the 
possibility of falling wholesale prices that may 
necessitate losses on canned goods purchased on con- 
tract. On balance, the outlook in the industry is 
little better than average. 


Changing Rail Picture 


Railroads—Prospects for the nation’s steam trans- 
portation system are decidedly brighter than a year 
ago, but unfortunately adversity has a habit of up- 
setting calculations in this group. If disruptions in 
output of steel, coal and other basic commodities can 
be avoided, railroads should obtain an increase in 
freight traffic of at least 10 per cent. Higher rates 
now prevailing may be expected to add $800 million 
in gross revenues. Moreover, although maintenance 
costs are higher and there may be some further 
slight upward adjustment in wages, the industry 
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should be able to carrry down to net inceme a sub- 
stantial part of additional gross. Competent 
authorities estimate that the Class I roads should 
earn upward of $650 million in 1947. Such a show- 
ing would represent a vast gain over 1946 and would 
compare favorably with war years, but the relatively 
high “break-even” point to which operations have 
been raised presents a hazard that cannot be com- 
pletely ignored. 

Railroad Equipment—Unless forecasts for rail- 
road earnings prove overly optimistic, the equip- 
ment industry should experience substantial im- 
provement. Orders are adequate to assure a high 
rate of operations if raw materials are available in 
larger quantities. Government authorities estimate 
that 350,000 new freight cars and more than 6,000 
new locomotives will be required by the Class I roads 
in the next five years. This would mean expenditures 
of $350 million or more. In addition, orders for new 
passenger cars and for diesel locomotives are ex- 
pected to run inte the millions. Production last year 
failed to keep pace with orders, and the backlog at 
the end of 1946 represented more than a year’s 
normal output. A higher rate of operations is needed 
to bolster earnings. 

Tobacco—Sales of cigarettes, accounting for a 
major proportion of the tobacco business, continue 
to climb to new records. Tax figures indicate 1946 
output ran about 20 per cent ahead of 1945 
volume, and unless national income declines, it is 
reasonable to suppose that business this year may 
keep pace with 1946 results. Price increases enabled 
manufacturers to regain pre-war profit margins, 
while the recent drop in (Please turn to page 460) 
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EFFECT of President Truman’s dramatic relinquish- 
ment of many wartime executive powers on the eve 
of the New Year places upon the Republican major- 
ities in Congress the responsibility for dealing with 
the problems of post-war times on a realistic basis. 
“ven his political foes were ready to agree that the 
President had performed a statesmanlike act. Had he 





WASHINGTON SEES: 


The Capital is being treated to some lessons 
in arithmetic which are not necessarily fallacious 
because they are new but which in any event 
have caused a whirring in the heads of the more 
orthodox pencil-and-paper experts in Wash- 
ington. 

It began with release of the Robert Nathan 
economic report by the CIO, for which it was 

repared. Nathan's premise is that wages can 
[ increased by more than 20 per cent without 
an increase in prices. Other economists still were 
trying to reconcile those statements when Rep. 
Harold Knutson, new head of the House Ways 
and Means Committee, came along with the 
assertion that current tax rates can be slashed 
to the tune of 3.3 billion dollars annually with- 
out loss of federal revenue over the long haul. 

Nathan documents his statement with numer- 
ous chapters, tables and graphs which, for all 
their impressive size, have failed to convince 
believers of the theory that costs of production 
and sales prices must be kept in closer balance 
than the report suggests. The National Associa- 
tion of Manufacturers has taken issue. Others 
will later. 

Knutson's reasoning is simply stated: business 
improvement will take up the slack. As expected, 
Knutson has retreated somewhat from his orig- 
inal promise of 20 per cent reduction "across 
the board.” 

The tax cut advocate already has run into 
opposition in his own party and in Democratic 
ranks where there is strong sentiment for first 
balancing the budget and paying off some of 
the national debt—then reduce ratals. Knutson 
will invite more opposition by attempting to jam 
his bill through without public hearings. 











By E. K. T. 


elected to battle Congress on each and eyery attempt 
to eliminate a war power, he could have fought a 
holding action, bargained for things he wants, made 
political capital with the general public the loser. 
Instead, he has placed himself in a good position to 
win continuance of some of the emergency rules he 
considers important to the transition period. 


COMPULSORY arbitration rapidly is losing the few 
adherents it had and is not likely to be found in any 
form in the labor legislation ultimately to be enacted 
by the new Congress. Senator Ball, leader in the 
field of labor laws, first espoused the idea, now has 
abandoned it as ineffective. His position has been 
indorsed by the advisory committee to the United 
States Conciliation Service, and by a Labor Depart- 
ment-sponsored conference of utility management 
and labor representatives. But a minority bloc on 
the house side of the Capitol will wage a fight for 
compulsion. 


INVESTORS in commercial properties, including 
hotels, may expect a flood of legislation to be intro- 
duced, and some of it enacted under the spur of 2 
series of hotel fires which were accompanied by 
tragic results. In several states bills are pending to 
require around-the-clock fire wardens to be added to 
the maintenance payrolls of larger buildings; others 
are planning ordinances to require supplementary 
fire escapes, fire-resistant hallways and other safety 
measures. Legislatures holding January sessions will 
be the proving grounds for the new laws. 


MARSHALL APPOINTMENT Appointment of Gen. 
George C. Marshall as Secretary of State to succeed 
James F. Byrnes was the most hopeful development 
of recent trouble-laden years. It vastly improves 
the position of the United States in the international 
pulling-and-tugging which now passes for di- 
plomacy. 

If any doubt exists as to the accuracy of those 
statements one has put to review Congressional 
action on the Marshall nomination. The Senators 
rushed it through with a speed generated both by 
approval and by relief. (Please turn to page 452) 
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Development, of pleasure aircraft industry will be 

delayed by a political fight being waged by wily Mayor 

and caused the Civil Aeronautics Administration airport 

program to be stalled until his and other big cities 

gather strength to control distribution of the millions 
Congress voted for federal aid to municipal projects. 

The battle is big city vs. little city. CAA is 

lined up with the smaller communities, wants the funds 

. distributed to create a national network of landing fields. 
Kelly and his associates want it spent to build huge 
terminals at fewer points, naturally in large cities. 










































































On the sidelines waiting anxiously are hundreds 
of prospective small operators. Many veterans are planning 
to enter commercial aviation on short trip basis, including intercity deliveries; 
others hope to find uses for war-—acquired mechanical skills servicing craft at the 
Tr. numerous ports. 














Agricultural experts are casting worried glances at the market prices for 
farm lands. There has been a rise of 14 per cent in the past year to a level of 83 per 
cent above the 1935-1939 average. Department of Agriculture is trying without great 
- success to impress upon non—speculative buyers that the long-term earning capacity 
iV is the basic factor to be weighed. 


























ed Federal guarantee of 90 per cent of parity for farm products is a bolster 
which will stand in position for at least two years, now that Congress has gotten 
under way without killing off the emergency powers from which the price support 
stems. But government aid doesn't extend to all fruits of the land and agricultural 
































“< economists look for a decline in prices in 1947. Conservative National Grange es— 
nt timates the farm income drop at about 15 per cent — five per cent in prices and 30 per 
on cent increase in the cost of the things’ fermers buy. 








Frozen food industries will ask Washington agencies to help them fight what 
they call the "vicious rumor" that federal bank examiners are advising bankers 
throughout the country that frozen foods are not good collateral for loans. They say 
the gossip is finding receptive ears, that loans are being called, companies are being 
8 pushed toward bankruptcy and cold storage companies are holding a very large bag. 












































ov There is absolutely no foundation for the rumor. The Federal Reserve Bank 
to Board, the Comptroller of the Currency in the Treasury, and the Federal Deposit In-— 
on surance Corporation — the three federal offices which examines banks and their 

a loans — have made denials. Industry members think Secretary of Agriculture Anderson 
“ed should pitch in and add to the denials. He may do so, soon. 


ill The swiftly—expanding frozen food industry is covered by the same banking 
regulations as those which touch other companies. Statutes require that the collat— 
eral be readily marketable. Frozen food holdings intended for bakers, processors 

n. and preservers (a very substantial part of the total tonnage) currently are moving 
od slowly. That's because sugar isn't available to complete the processing. But that- 
nt | aifficulty will be remedied. 


es 
al No real support for continuance of the Second War Powers Act in toto after 

hi- March 31 has appeared as yet and the end of all controls on sugar appears an even 

money bet. A sure bet, however, is a price increase within a matter of weeks, if not 
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garded here as without deep significance. Hog prices have been out of line with pork 
prices. They'll stabilize, then move back up but not to early December levels. 
Expected removal of export, controls and international allocations, especially those 
to Britain, will be an important factor. 









































Senator Arthur H. Vandenburg who has had his gaze alternating between two 
of the top offices in the nation, the Presidency and the portfolio of State Secre— 
tary now is concentrating on the former. He is abandoning his activities in the 
United Nations setup and as president pro tem of the senate will plunge more deeply 
into domestic issues. 






































There's a double-barreled reason for the Michigander's decision. He feels 
the field of international experting is overcrowded and will become more so as the 
newly elected senators begin displaying their wares, leaving little future there for 
him, now that he's in his 60s. And he knows that in the event current front—runner 
Thomas E. Dewey becomes President in 1948, John Foster Dulles will be Secretary of 
State. Van has been a Presidential aspirant for 15 years, realizes 1948 presents to 
him a "now or never" opportunity. 


























































Vandenburg has a good record to cite on domestic issues (not suggesting he 
hasn't been a success in international affairs by any means). The Administration, 
for example, is pointing proudly to the fact that under FDIC there hasn't been a bank 
failure in three years, and in the only bank merger requiring FDIC aid no depositor 
lost a cent. And FDIC was one of Vandenburg’s legislative babies. 
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Tightening of rules governing federal loans to veterans for housing has been 
ordered by the Veterans Administration. First step has been to announce that here— — 
after VA will name the appraiser to evaluate "reasonable value" for GI loans. For 
the past 15 months the lender could select any appraiser on a panel of approved experts. 

















The new procedure was adopted to keep some lenders from using the services of > 
what the government described as "obliging appraisers." Some who adhered to reason— pet 
value, so the reports go, were not called upon for services thereafter. Now, the ye 
panel is out and the appraiser will be designated by name, his operations more closely pre 
supervised than in the past. ove 
son 
the 

















Many reasons have been ascribed for exit from the Reconstruction Finance 























It was the certainty that RFC will have an uncommon amount of attention from the Re— so 
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publican—controlled Congress. tim 
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By one of those political and administrative twists that crop up from time 
to time, the GOP which brought RFC into existence under Herbert Hoover is determined 
to re-make it along lines that will destroy many of its functions. That will call for oii 
protracted hearings on Capitol Hill. Allen simply was not going to expose himself as op] 
a target either in his administrative capacity or as an individual. He preferred + 1a 


exit, laughing! ; sho 
The huge newspaper build-up now being engineered for Clark Clifford, the 


heretofore anonymous legal adviser to President Truman, soon will have its purpose 
made clear. The President will consolidate his Cabinet into a smoothly working unit 
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instead of a team of ‘individuals and Clifford will fill a new role as Secretary to the hin 
Cabinet. His job will be to streamline the organization, keep it working that way. hav 
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On all fronts the Nation's industries 


are surging ahead at full speed to keep prefits 


and employment at high levels. Big question now is to pick winners and laggards. 
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By THE MAGAZINE OF WALL STREET STAFF 


| STUDYING the ten “thumbnail” analyses of con- 

cerns in the following pages it is important that 
the reader thoroughly understand the basic reasons 
for their selection by our Magazine. Without this 
preliminary knowledge, our caption “Market Lead- 
ers” might cause confusion or misunderstanding to 
some people relying upon their personal definition of 
the term. 

Fundamentally, our choice of the ten stocks has 
been based upon intrinsic factors which may combine 
to render the acquisition of these stocks at the right 
time a cause for satisfaction later on. For advice as 
to timing we urge our readers to heed the comments 
of our Mr. A. T. Miller which appear in every num- 
ber of the Magazine. Such a course should prove 
wise because we believe that during the current year 
opportunities will unfold at different periods, in all 
likelihood, when this and that of the various stocks 
should be bought. 

Considerations of mere speculative appeal have 
played a relatively minor role when we weeded out 
these special equities from a long list of possible 
candidates for our favorable opinion. Rather has it 
been true that sound e¢onomic and financial factors 
have influenced our decisions. Primarily, an income 
yield above normal expectancies has been a strong 
determinant of choice, provided past records and 
future potentials indicate a fair measure of stability 
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or improvement. It is our belief that where earnings 
and dividends of a concern reflect growth, or a well 
sustained industry position, the price of its shares 
will not for long remain at a level much below that 
warranted by the generally accepted yield for equi- 
ties of a similar high grade. 

Lastly our ten picked favorites include samples 
from a corresponding number of industries which 
we consider to enjoy above-average prospects for 
good business during the current year. All in all, it 
will be seen that the door is thus opened for diversi- 
fication in a portfolio which might include all the 
concerns listed, although the timing of purchase will 
entail constant alertness. While over any given 
period, other industries and other concerns than 
these may well establish a better record marketwise; 
for one reason or another, an investor acquiring any 
or all of the stocks tabulated at the proper period 
should enjoy a confident position for some time to 
come. In any event, the sound financial status of 
these companies, their dividend position and good 
market sponsorship bolster hopes of price enhance- 
ment provided the general stock market during the 
year resumes its uptrend trend. 

In conclusion we wish to assure our readers that if 
unforseeable developments arise during the year 
which might suggest a revision in the list of con- 
cerns presented herewith, prompt steps will be taken. 
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CONSOLIDATED EDISON COMPANY 


BUSINESS: Company directly or through subsidiaries supplies elec- 
tricity and gas to a territory which includes practically all of New 
York City and most of Westchester County to the North. In addition 
to revenues from industrial and residential sources, Consolidated's 
customers include the municipal subways and several large railroads. 
Steam, also, is sold in the Borough of Manhattan. 


OUTLOOK: As the company operates in the largest city in the 
nation, serving a population of over 7.5 million, and in an area rank- 
ing tops as to the value of products manufactured as well as to the 
number of individual concerns, gross income is very substantial, as 
well as stable. Under current conditions the outlook for expanding 
demand could hardly be brighter or better assured. Indeed, to meet 
the pressure for additional service, this company plans to spend 
some $50 million to expand production of current and gas. Despite 
the fact that average weekly pay of its employees is up 74% since 
1930, and electric rates have been steadily lowered for a total of 
34% reduction, net earnings have been remarkably stable. This 
attests to a high degree of operating efficiency. In the near term 
Consolidated expects to refund most of its $304 million funded debt 
and 2.1 million shares of preferred at lower interest and dividend 
rates, which might add several million dollars annually to net income 
available for the common stock. 

DIVIDENDS: Shareholders have never failed to receive a dividend 
since 1893, the current annual rate of $1.60 having been maintained 
since 1942. While payment of this rate has absorbed a liberal por- 
tion of net income, it seems well assured, with a good chance of 
improvement over the longer term. Currently the shares yield about 

a 

MARKET ACTION: Recent price of 27 compares with a 1946 range 
of high—36, low—24. 


COMPARATIVE BALANCE SHEET ITEMS 
Dec. 31, Dec. 31, 










































ASSETS 1941 1945 Change 
(000 omitted) 
(8 D ESERE g ns eE Ne ae $49,412 $46,324 —$3,088 
U. Ss. Gov't ee esaidessbcesacuibpbaes 000 31,000 +27,000 
21,800 — 3,138 
Inventories — 20,949 — 3,264 
Other current assets ............-..cccce- 2,502 _ 92 
TOTAL CURRENT ASSETS .. ie 1 122,575 +19,418 
Plant and equipment ....................0.. 1,174,495 —84,856 
Other assets 26,617 —14,493 
TOTAL ASSETS 1,323,687 —79, 
LIABILITIES 
Notes payable — 264 
Accts. payable and accruals ............ 16,158 21,581 + 5,423 
Reserve for | | |paeeieants -- 39,007 21,088 + 2,081 
Consumers BN cai kintinenstSocsceoecsss .421 6, + 816 
TOTAL CURRENT rene ae 40,850 48,906 + 8,056 
liabilitie: 103 oo 13 
Minority yy 67 — 1,128 
Long term debt ..... 418,035 —76,469 
Reserves 173,382 +-53,103 
Capital 592,091 _ 
us 89,803 —62,807 
TOTAL LIABILITIES 1,323,687 —79,931 
WORKING CAPITAL 73,669 +11,362 
Current Ratio 2.5 _* ile reg ie 08 
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SHELL UNION OIL 
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SHELL UNION OIL CORPORATION 


BUSINESS: As one of the leading integrated concerns in the pe- 
troleum industry, Shell holds sixth rank as to size. A large part of 
its crude production and about 30% of its refineries are centered on 
the Pacific Coast. Sales are nationwide, besides substantial exports. 
OUTLOOK: Prospects for further volume growth are enhanced by 
the strong trade position established by this company. Marketing 
facilities include nearly 1000 bulk distributing stations, more than 5700 


company owned but privately operated retail outlets and numerous mq 


dealers. The Middle West markets take about 45% of the company's 
products, the balance going about evenly to the East and West 
Coasts. As Shell is able to obtain about 70% of its requirements 
for crude from its own wells, its cost controls are correspondingly 
improved, and sizable pipeline systems tend to minimize transporta- 
tion problems. All in all, operating efficiency has been increasingly 
on the uptrend for some years past. Reported net earnings of Shell 
are considered unusually conservative in that the company charges 
off from income all of its costs for drilling and development. Net 
working capital of $146 million at the end of 1945 was the largest 
in the company's history. With rare exceptions net earnings have 
been quite stable over a long period, trending upward slowly during 
war years, and in late periods averaging about $2 per share annually. 
DIVIDENDS: Except during the 1931-35 period, Shell has paid divi- 
dends regularly since 1922. Including an extra of 50 cents per share, 
distributions last year amounted to $1.50 per share, as was the case 
in 1945. 

MARKET ACTION: Recent price—30, compared with a 1946-47 
high of 4334 and a low of 27%. 


COMPARATIVE BALANCE SHEET ITEMS 
Dec. 31, Dec. 31, 


















































ASSETS 1941 1945 Change 
(000 omitted) 

Cash $30,879 $48,510 +$17,631 
Marketable securities  .................00. 16,670 61,200 + 44,530 
Receivables, net 32,107 30,824 — 1,283 
inventories _..... 52,143 54,749 + 2,606 
Estimated Refund of Fed'!l Taxes ... __ ........ 32,164 + 12,164 
TOTAL CURRENT ASSETS .. 207,447 + 75,648 
Plant and equipment - 740,550 + 65,465 
Less depreciation ......... 2 565,295 +119,175 
Net property 175,255 — 53,710 
Other assets 44,216 + 6,38 
TOTAL ASSETS 426,918 + 28,327 
LIABILITIES 

Notes payable 1,183 3,488 + 2,305 
Acets. payable = eccruals 24,670 40,136 + 15,466 
Reserve for ta ge caehsssestiocepdas 21, ‘878 9,073(a) — 12,805 
Other current liabilities ee emacs. aces 8,333 + 8,333 
TOTAL CURRENT LIABILITIES 47,731 61,030 + 13,299 
Deferred liabilities (contra) 8,744 14,607 + 5,863 
Short term debt | | Oe — 44 
Long term debt 108,961 81,641 — 27,326 
INE Soil cguseetevatvccsvanaascarccsateaeresseceste _ Sicceuaces 17,000 + 17,000 
Capital 196,059 202,059 + 6,000 
Surplus 36,650 50,581 + 13,931 
TOTAL LIABILITIES 426,918 + 28,327 
WORKING CAPITAL 146,417 + 62,349 
Current Ratio 3.4 + 7 





(a) After deducting $8.2 million U. S. Treas’ y tax notes. 
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LONE STAR CEMENT 





Punded Debt: None 
She. Common: 948,597 no 
-}—-——THOUSANDS OF SHARES 
BES! AAS 


1939 1940 1941 1942 1943 1944 1948 1946 
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LONE STAR CEMENT CORPORATION 


BUSINESS: Company ranks as one of three leading producers of 
cement in the United States, besides operating modern plants in 
Latin America, chiefly in Cuba, Argentina, Brazil and Uruguay. Oper- 
ations are broadly integrated through ownership of extensive fime- 
stone deposits, and ten strategically located plants are handy to 
markets throughout most of the U. S. East of the Rockies. 
OUTLOOK: While competition in this industry has always been severe, 
Lone Star's cost controls have been so efficient that for many years 
an unprofitable period has been a very rare occurrence. As to 
produce annual sales of $30 million hardly more than 4000 employees 
are required, wage ratios are relatively low. And although plant 
zsapacity has seldom been fully used in most locations, manufacturing 
operations are sufficiently simple to prove flexible when demand 
grows less. Currently the company is making six kinds of cement 
{Lone Star brand is the best known) to meet the international re- 
quirements for these basic construction material. Prospects for busi- 
ness over an extended period are bright, because when building ac- 
tivities may decline later on, a huge amount of road construction and 
expansion of public works seems certain to take up the slack. Net 
earnings for many years past have shown exceptional stability, since 
1937 ranging from a high of $4.33 per share in 1941 to $2.17 in 1944. 
For nine months ended September 30, 1946 net was reported as equal 
to $3.78 per share, denoting a sharp uptrend. Net working capital at 
the end of 1945 was at an all time peak of $18.6 million. 
DIVIDENDS: Aside from dividend omissions in 1933, distributions 
have been uninterrupted for a quarter of a century past. From 1937 
through 1943 the annual rate was between $3 and $4 per share com- 
pared with $2.25 in 1945. During 1946 $4 per share was paid, irl- 
cluding a year end extra of 75 cents. On this basis the yield at recent 
price would be about 5.2% 

MARKET ACTION: Price range for 1946-47 has been high—94, low 
—64 with a recent price level around 77. Considerable volatility is 
indicated, 


COMPARATIVE BALANCE SHEET ITEMS 
Dec. 3}, Dec. 31, 







































ASSETS 1941 1945 Change 
(000 omitted) 
Cash .053 1999 + $946 
Marketable securities ..................... 5,644 4,134 — 1,5)0 
Receivables, net 2,325 2,501 + 176 
laventories 6,147 7,287 + 1,140 
GiRer CUPPEME GSEOES .....cccrccesccecsccccoces —seaseees 592 + 592 
TOTAL CURRENT ASSETS . i 20,169 21,513 +- 1,344 
Plant and equipment ......... ey Sy 72,959 + 2,234 
Less depreciation ........ .. 42,539 49,205 + 6,666 
i. rere 28,186 23,754 — 4,432 
Other assets 1,992 5,720 + 3,728 
TOTAL ASSETS 50,347 50,987 + 640 
LIABILITIES 
Accts. payable and accruals 1,268 1,584 + 316 
Reserve for Faxes ...........cccccceeeeees 3,993 1,310(a) — 2,683 
TOTAL CURRENT LIABILITIES si 5,261 2,894 — 2,367 
lation adj. account ................. ———— oo 71 
Reserves 1,483 2,876 + 1,393 
Capital 32,246 pO eee 
copies 11,286 12,971 + 1,685 
TOTAL LIABILITIES .... .. 50,347 50,987 + 640 
WORKING CAPITAL .... 14,908 18,619 + 3,711 
Current Ratio + 3.6 





a 7.4 
(a) After deducting $762,048 U. S. Treasury Tax Notes. 
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SIMMONS COMPANY 


SIMMONS COMPANY 


BUSINESS: Company is the dominant manufacturer of mattresses, box 
springs, metal beds and other sleeping equipment. The business is 
the outgrowth of an enterprise established in 1871, thus supplying a 
high degree of experience in this specialized field. Nearly a 
dozen plarits are operated in the United States, Canada, Mexico and 
England, in addition to several textile mills in the South. 
OUTLOOK: The fundamentally essential character of the company’s 
products strengthens potentials for good volume during several years 
ahead. During war years net sales exceeded $60 million annually 
while the company engaged substantially in output for military pur- 
poses, but net earnings dipped slightly under heavy taxes and tight 
Federal prices. Now that reconversion handicaps have been overcome 
and prospects are improved for better supplies of raw material, the 
outlook for increasing volume and expanding profit margins is im- 
pressive. Despite supply shortages in 1946, the company reported 
volume for the first half year as $36.9 million, while net per share 
crept up to $1.90 for this period compared with $1.20 in the relative 
first half of 1945. Long denied opportunities for replacing bedding 
equipment during war years, plus the upsurge in new homes now 
starting, combine to create bright potentials for this leader in 
its field. Terms of $7.5 million outstanding serial notes, bearing less 
than 3% interest, provide that dividends must not reduce working 
capital below $15 million but Simmons now has some $21 million in 
this column. The company has no preferred outstanding. 
DIVIDENDS: Shareholders in Simmons received $2 per share during 
1946, 75 cents more than in the previous year. From 1931 through 
1935 no distributions were made, but with this exception the record 
has been unbroken since 1921. 

MARKET ACTION: Against a 1946-47 price range of high—567%4 
and low—33, a recent price of around 41 was established. Consider- 
able speculative activity in these shares is sometimes evident. 


COMPARATIVE —— gad ITEMS 
ec. 









































1, Dec. 31, 
ASSETS 1941 1945 Change 
(000 omitted) 

Cash $3,822 $7,647 +$3,825 
Marketable securities .........ccccccce, | seceeeee 2,778 + 2,778 
Receivable, net 8,112 5,245 — 2,867 
Inventories 12,467 10,992 — 1,475 
Other current assets ........ccccccceeee | ceeeeeee 256 + 256 
TOTAL CURRENT ASSETS .. 24,401 26,918 + 2,517 
Plant and equipment .......... 36,170 37,504 + 1,334 
eS ean 22,800 24,739 + 1,939 
Net property 13,370 12,765 — 605 
Other assets 1,109 1,017 oe 92 
TOTAL ASSETS 38,880 40,700 + 1,820 
LIABILITIES 

TE (IID © Siiciceicccssssensecncenecnne  _sasindie 500 + 500 
Accts. payable and accruals ............ 2,016 2,285 + 269 
Reserve for faxes .............:cccccccceeesseeees 5,256 3,191 — 2,065 
TOTAL CURRENT LIABILITIES . 7,272 5,976 — 1,296 
Ne CIE casts grascssecaiaciccsteee:, —  . cignuets + 39 
Long term debt 9,846 7,500 — 2,346 
Reserves 1,075 1,604 + 52 
Capital 6,166 —— 8 _. wie 
Surplus 14,521 19,415 + 4,894 
TOFAL CEABIRITIEG  ..ncccccccsscsccccccseceseee 38,880 40,700 + 1,820 
WORKING CAPITAL  .00.........ccccceeeeee 17,129 20,942 + 3,813 
Current Ratio 3.3 4.5 + 1.2 
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ATCHISON, TOPEKA & SANTA FE RAILWAY 
BUSINESS: Company's system covers the largest mileage of any 
road in the United States, serving an extensive area from West and 
South of Chicago to the Pacific Coast. 13,108 miles of track are 
operated in this highly productive and much diversified territory. A 
subsidiary controls over 40,000 acres of oil lands, and others owr 
large interests in lumber, coal, mining and real estate concerns. 


OUTLOOK: The rapidly increasing industrial development in the 
section served by this road, and the prospects for continued agri- 
cultural prosperity in it, combine to give promise of well sustained 
freight traffic which normally accounts for about three quarters of 
the company's gross revenues. At the same time, modernized pas- 
senger*trains are attracting a full share of tourists’ money, although 
revenues of this kind are naturally less than when troop transporta- 
tion was at its peak. Capitalization of the company is relatively 
compact with $203 million of long term bonds, some 1.2 million 
shares of preferred and about 2.4 million shares of common. This 
set up affords quite a measure of leverage for the common, mar- 
ketwise. Through debt reductions in recent years, total charges have 
been reduced nearly 30%, and since 1942 earnings have exceeded 
fixed charges by a margin averaging about 7 to |. While net earn- 
ings have been variable over a long period, they reached peak pro- 
portions during war years, declining somewhat in late years. But for 
9 months ended September 30, 1946, net applicable to the common 
was reported equal to $10.36 per share. 
DIVIDENDS: In only three years since 1900 have payments to com- 
mon shareholders been interrupted, although the rate has varied 
considerably. From 1942 to date $1.50 per share has been distributed 
in every quarter. At recent price levels this would provide a yield 
of slightly above 6%. 
MARKET ACTION: The 1946-47 price range for this stock was high 
—1!21, low—78, with a recent level of 97. 

COMPARATIVE BALANCE SHEET ITEMS 


























Dec. 3], Dec. 31, 
ASSETS 1941 1945 Change 
(000 omitted) 

Cash ; 33,580 + $8,121 
Marketable securities .................c:c0000 121,938 +119,773 
ES. ee 39,774 -+- 26,708 
Inventories 39,289 + 11,519 
Other current assets .............ccccc 4,678 — 11,883 
TOTAL CURRENT ASSETS . 239,259 © +154,238 
Plant and equipment ........... 1,326,097 +115,161 
"Dp 39,155 — 4,638 
Other assets 4,605 — 506 
MS EMMIS: «caspissessecnnscSenckosucsccrcéssesne 1,344,86] 1,609,116 +264,255 
LIABILITIES 

Accts. payable and accruals 27,698 65,730 + 38,032 
Reserve for taxes ..........cccccc. a 16,455 57,054 + 40,599 
Other current liabilities .......... ase 3,480 8,136 + 4,656 
TOTAL CURRENT LIABILITIES -- 47,633 130,920 + 83,287 
Deferred liabilities ............ccccececeee 7,304 12,548 + 24 
Gov't grants ae ers — 31523 
J 7 eee 323,421 230,632 —~92,789 
Reserves for Depreciation ............... 198.789 362,280 +163,491 
Capital 367,597 Sener... ‘Seas 
Surplus 396,584 505,139 +108,555 
WTA “CRARILITIRS nine ccscsccsssicssecesssois 1,344,861 1,609,116 +264,255 
WORKING CAPITAL uu... 37,388 108,339 + 70,951 
Current Ratio 1.8 ee 3) of < Py Seceeaecse 
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BEATRICE FOODS COMPANY 
BUSINESS: Activities of this strongly established concern, formerly 
known as Beatrice Creamery Company, date back to 1905. The 
company now ranks third as to sales volume in the dairy industry, 
partly due to gradual acquisition of numerous subsidiaries now 100% 
owned. 


OUTLOOK: Aside from operation of six modern refrigeration plants 
in large Midwestern cities, company produces butter, ice cream, 
powdered milk, processes fluid milk and poultry products in 21 States 
in the middle and Western half of the country, with emphasis upon 
Illinois, Indiana and Ohio. 2000 cream buying concerns ship their 
products to the company's plants. Like its big Eastern competitors 
in the industry, Beatrice has become well entrenched in its special 
area and through insistence upon high quality and fair prices has 
built up an excellent business. Volume has trended almost steadily 
upward from $44.8 million in 1934 to above $125 million for the year 
ended in February, 1946. Due to extra heavy allowances for depreci- 
ation in 1933 and 1934, a small deficit occurred in those years, but 
an uptrend continuing until 1946 raised net to $5.28 per share. For 
12 months ended August 31, 1946 net per share was reported as 
$7.19, indicating further improvement. Only about 59,000 shares of 
334% preferred are senior to the common, and current assets ex- 
ceed current liabilities in a ratio of approximately 6 to |. 


DIVIDENDS: Distributions since 1923 have been rather stable, with 
omissions recorded only during 1933-34. During the past decade the 
annual dividend rate has ranged narrowly between $1.50 and $2.05 
per share. In 1946 this latter rate was maintained as in the two 
previous years. 


MARKET ACTION: Recent price—60, compared with a 1946-47 high 
of 73 and a low of 46!/. 


COMPARATIVE BALANCE SHEET ITEMS 
Feb. 28, Feb. 28, 


























ASSETS 1942 1946 Change 
(000 omitted) 

II iia covsnaehsestaescatucevinesiccvansessbckiwteucioenceks $3,759 $4,133 + $374 
Receivables, Net .....icc:..ccoccsccssccsccssssese 4,771 4,211 — 560 
Inventories 3,539 6,322 + 2,783 
ROMO: CY TIUN HOSEIUG acscclelictccecsicccceccee —_cencasees 130 + 33 
TOTAL CURRENT ASSETS. ................ 12,069 14,796 + 2,727 
Plant and equipment ee 31,028 + 377 
Less depreciation ..... a 18,189 18,692 + 503 
Se SRN oo cove uicassicccscupancespeccsecewics 146 12,336 — 126 
Other assets 941 2,136 + 1,195 
BONN MNS © coco cote sdces sovecesvaceetcenccesee 25,472 29,268 + 3,796 
LIABILITIES 

Accts. payable and accruals ............ 648 2,118 + 1,470 
Reserve for axes ..........cccccsccccessecceseees 1,300 396(a) — 904 
TOTAL CURRENT LIABILITIES. .......... 1,948 2,514 + 566 
Deferred liabilities ees 60 100 + 40 
ah Be eS ae S| Se _ 5 
Capital 18,678 18,781 a 103 
Surplus 4,781 7,873 + 3,092 
TOTAL LIABILITIES 25,472 29,268 + 3,796 
WORKING CAPITAL 10,121 12,282 + 2,161 
Current Ratio 6.2 a — 3 


(a) After deducting $4.4 million U. S. Treas'y Tax Notes. 
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UNITED STATES STEEL CORPORATION 

BUSINESS: The world's largest producer of iron and steel, accounting 
for about one third of all domestic output. Numerous subsidiaries 
provide ownership of huge ore deposits, a fleet of ocean gcing steam- 
ships, cement plants and metal fabricators. 

OUTLOOK: Dependence of practically every form of industry upon 
iron or steel products in some form assures large volume for this 
giant concern in meeting record breaking peacetime demand. Given 
a fair chance to get into its real stride during 1947, through the pos- 
sible easing of labor strife, Big Steel should emerge into a period 
when its expanded and modernized facilities, plus its traditional manu- 
facturing know how, could produce highly satisfactory profits. Barring 
serious work interruptions in its own plants and those of its large cus- 
tomers, all factors point to a very encouraging business right ahead 
for all of the numerous divisions of the company. Since the war end, 
the management has pruned out a number of marginal subsidiaries, 
has acquired several huge Government-built plants and is building 
other modern giants of its own. While operations are too complex 
for comment with limited space, above average production should 
hold net earnings at a fair level despite the uptrend in costs. That 
the management has not lost its optimism despite the costly strikes 
las year is shown by its expansion program involving outlays of more 
than $200 million. 


DIVIDENDS: With working capital at the end of 1945 of more than 
$600 million, the company felt warranted in declaring quarterly divi- 
dends at the rate of $1 per share in 1946, as during the preceding 
five years, although not fully covered by earnings last year. This rate 
appears stable unless a second strike wave looms up. 

MARKET ACTION: Price range of this active stock during 1946-47 
was high—9734, low—65!/g. Recent price 72, yielding 5.6%. 


COMPARATIVE tee SHEET — 
e 












































c 5 ec. 31, 
ASSETS 1941 194 Change 
(000 omitted) 
Cash .. $282,062 $231,820 —$50,242 
Marketable securities i 197,537 +128,389 
Receivables, net 140,600 117,804 — 22,796 
Inventories 291,651 270,600 — 21,051 
TOTAL CURRENT ASSETS . 783,461 817,761 + 34,300 
Plant and equipment 2,410,675 2,409,768 _ 907 
Less depreciation ..............::c.:ccseeeee 1,303,682 1,707,264 +403,582 
Net property 1,106,993 702,504 —404,489 
Other assets 154,567 370,504 +215,937 
TOTA'. ASSETS 2,045,021 1,890,769 —154,252 
LIABILITIES 
Notes payable 12,056 14,077 + 2,021 
Accts, payable and accruals 114,580 159,952 + 45,372 
Reserve for taxes ... 161,030 40,388 —120,642 
TOTAL CURRENT LI 287,666 214,417 — 73,249 
Deferred liabilities ~~ | wide — 36,542 
Minority Interest 5,140 2,583 — 2,557 
Long term debt ..... 181,238 78,639 —102,599 
Reserves 120,895 169,146 + 48,251 
Capital 1,013,025 1,012,914 — 1 
Surplus 400,515 413,070 + 12,555 
TOTAL LIABILITIES .. 2,045,021 1,890,769 —154,252 
WORKING CAPITAL ... 495,795 603,344 +107,549 





Current Ratio s ry, 3.8 Eee 
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GENERAL AMERICAN TRANSPORTATION CORPORATION 


BUSINESS: Company owns some 55,000 tank, refrigerator and live 
stock cars which it leases upon long or short term contracts to indus- 
trial users. Additionally, this concern is one of the leading builders 
of railway freight cars and owns immense tank storage facilities at 
important deep water transfer points. Distributing offices and repair 
plants are located throughout the country. 
OUTLOOK: The specialized equipment provided by the company, 
and its ability to service it properly, has rendered the enterprise in- 
creasingly popular with large industrial concerns dependent upon 
raillway cars of a particular type. In recent years such concerns as 
Swift & Co., Proctor & Gamble, Texas Co., Armour & Co. and others 
of like caliber have sold much or all of their rolling stock to GATC, 
but contracting to use it on lease for a long term of years. Revenues 
from this source assure a high degree of stability to the company's 
earning power, although business in the car building division is quite 
sensitive to cylical influences. Currently, however, some of the rail- 
roads are placing sizable orders with this concern for specialized 
freight and express equipment, with good prospects that volume from 
this source will continue to expand. As long as industrial activity 
remains intense, demand for GATC's available rolling stock on a 
lease basis from occasional users also should tend to expand profits. The 
earnings record for several decades has been remarkably stable, with 
net per share equalling $2.20 even in 1932. For the first nine months 
of 1946, net was reported as $2.14 per share. 
DIVIDENDS: An unbroken record of distributions since 1919 has been 
achieved, with shareholders receiving a liberal share of earnings. For 
several years past the annual rate has steadily held at $2.50 per share. 
MARKET ACTION: Recent price—50, providing a yield of 5%. 
Price range for 1946-47 was high—7I'/,, low—48, evidencing con- 
siderable market vigor. 

COMPARATIVE ae SHEET ITEMS 


















ec. 31, Dec. 31, 

ASSETS 1941 1945 Change 
(000 omitted) 

cI ae toe .713 .405 +$5,692 
Marketable securities .............2ccccccccce | ceeneeee 10,659 +10,659 
Receivables, NE Neen 4,459 4,924 + 465 
| a ee 10,860 8,419 — 2,441 
GUNGE CUPFORE GSOBES ...ccciccicccscccccccccess _ corenece 1,432 + 1,432 
TOTAL CURRENT ASSETS ............ 18,032 33,839 +-15,807 
Plant and ‘quipment 136,540 142,641 + 6,101 
OS ee Te 57,211 86,465 +29,254 
Net property 79,329 56,176 —23,153 
(| CE aa eae pana 4,813 3,898 — 915 
_ 0. > 1; ae 102,174 93,913 — 8,261 
LIABILITIES 
Notes payable—VT loan 0.0... cece settee 1,373 + 1.373 
Accts. payable and accruals .. 8,600 + 3,792 
Reserve for taxes .............000.... 720(a) — 3,678 
TOTAL CURRENT LIABILITIES cas 10,693 + 1,487 
Minority Interest .............. anavasees ue 3 291 + 288 
Long term debt ... - 15,537 —13,232 
Reserves eeutercemsoaed 881 — 24 
(|, | See a eee 5,208 - 
Surplus 61,303 + 3,433 
TOTAL LIABILITIES 93,913 — 8,261 
WORKING CAPITAL 23,146 +14,320 
Current Ratio | + 1.2 





ss ; 1.9 3. 
(a) After deducting $312 million U. S. Treasury Tax Notes 
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CHRYSLER CORPORATION 


BUSINESS: Company ranks next to the top among domestic pro- 
ducers of motor vehicles, besides owning substantial subsidiaries in 
15 foreign countries, many of which are just about to streamline their 
output. Manufacture of marine engines and air conditioning equip- 
ment also serves to increase volume. 


OUTLOOK: During !947 it seems likely that for the first year since 
Pearl Harbor, this concern may resume with some freedom its com- 
petitive inroads upon markets hungry for new cars of all kinds. Al- 
though Chrysler made adequate wage adjustments early last year, 
and had fully prepared its many plants for all-out civilian production 
of Chrysler, Dodge and De Soto passenger cars and trucks, the drastic 
shortage of steel and suppliers’ parts held operations to a level far 
below normal. To the credit of the company, however, it managed to 
produce 490,565 units during the first nine months of 1946 and to show 
net earnings during this period equal to $2.37 per share. Granted a 
fairly clear road ahead, as appears possible, Chrysler should push 
production to record peacetime heights. During 1947, at least, the 
advanced prices now in effect should prove no deterrent to buyers, 
and with large scale production profit margins should widen despite 
the sharp uptrend in manufacturing costs. Working: capital of over 
$192 million is buttressed by a revolving credit for $100 million with 
banks. During six immediate prewar years, net earnings averaged 
better than $9 per share and should at least duplicate this showing 
under normal conditions, granted these exist in the months ahead. 


DIVIDENDS: During twenty years Chrysler has consistently made divi- 
dend payments, although the rate has varied. Since 1942 the annual 
rate has been $3 per share, and in the 1939-4! period ranged from 
$5 to $6 per share. 

MARKET ACTION: Recent price—9I, with a price range of high— 
141, low—7514 during 1946-47 to date. The shares evidently are 
sensitive to changes in market psychology. 


COMPARATIVE BALANCE SHEET ITEMS 









































Dec. 31, Sept. 30, 
ASSETS 1941 1946 Change 
(000 omitted) 

Cash ies $60,469 $102,479 +$42,010 
Marketable securities ....................... 9,302 32,260 + 22,958 
Receivables, net 38,894 31,805 — 7, 
Inventories 77,986 101,797 + 23,811 

er current assets re 10,155 + 10,155 
TOTAL CURRENT ASSETS 186,651 278,496 + 91,845 
Piant and equipment .. -- 103,959 137,437 + 33,478 
Less depreciation -. 45,665 52,129 + 6,464 
Net property 58,294 85,308 + 27,014 
corks yo ™® Pa 8,988 — 1,369 
LIABILITIES 30, 372,792 +117,490 
Acects. payable and accruals 53,734 83,196 + 29,462 
Reserve for taxes ............ccccccccccsessesees 5,681 (a) 14,769 + 9,088 
TOTAL CURRENT LIABILITIES 59,415 97,965 + 38,550 
Reserves 18,496 24,015 + 5,519 
— 21,755 oatans sataatiin 
TOTAL LIABILITIES 372,792 Tiiza90 
WORKING CAPITAL 180,531 + 53,295 
Current Ratio 2.8 — 3 





Ra 5. a 
(a) After deducting $25 million U. S. Treasury Tax Notes. 
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ANACONDA COPPER MINING COMPANY 


BUSINESS: Anaconda, including its numerous subsidiaries, is the 
largest producer of copper in the world, not to mention substantial 
quantities of gold, silver, zinc and lead. Lumber and coal also are 
important factors. Low cost copper production in Latin America is 
predominant in the company's operations. Fabricating subsidiaries 
include American Brass Co. (largest in the country) and Anaconda 
Wire and Cable Co. Large smelters and refiners also tend to pro- 
duce integration and diversification. 

OUTLOOK: Due to the current large demand for non-ferrous metals 
of all kinds by numerous industries striving to capitalize upon their 
expanding peacetime opportunities, Anaconda's prospects for 1947 
appear bright indeed. Whereas last year's earnings were severely af- 
fected by strikes at home and abroad, mounting costs and tight OPA 
pricing, the immediate road in the offing seems cleared of many handi- 
caps. Anaconda, when freed from OPA restrictions promptly raised the 
price of many metals, shoving that of copper up to 19.5 cents a 
pound and with a liberal boost for lead. With a sharp decline in the 
Government's stockpile and no overburden of scrap copper, miners 
both at home and abroad can probably operate very profitably dur- 
ing all of 1947. That Anaconda earned only $1.52 per share in the first 
nine months of 1946, against $2.16 in the same period of 1925 repre- 
sents a trend which now should be reversed. In 1940, a normal prewar 
year, net was equal to $5.01. 

DIVIDENDS: Anaconda shareholders have received varying dividends 
in all but severe depression years for nearly a half century past. For 
six years now the rate has been $2.50 per share. 

MARKET ACTION: At a recent price of 39 the shares yield 6.4%. 
High for 1946-47 was 517%, low 35. 


COMPARATIVE BALANCE SHEET ITEMS 
Dec. 31, Dec. 31, 
















































ASSETS 1941 1945 Change 
(000 omitted) 

Cash $64,825 $50,788 —$14,037 
Marketable securities ................ccccss00 14,017 77,499 + 63,482 
Receivables, net 23,772 18,389 — 5,383 
Inventories 63,320 62,693 — 627 
U. S. B.P.7. Refund Bonds......cccccccscce  — sescosee 1,159 + 1,159 
TOTAL CURRENT ASSETS .................. 165,934 210,528 + 44,594 
Plant and equipment .......................... 595,107 583,077 — 12,030 
Less depreciation .............cc.cccccccssscesses 182,174 222,860 + 40,686 
Net property 412,933 360,217 — 52,716 
Other assets 7,055 45,313 — 4,742 
TOTAL ASSETS 625,922 616,058 - . 
LIABILITIES 

Notes payable |, — 4,000 
Accts. payable and accruals ............ 11,443 14,440 + 2,997 
Reserve for taxes .................... . 32,239 25,238 — 7,001 
Reserve for taxes ..............s0+ ~-  Sagaad 25,238 — 7,001 
TOTAL CURRENT LIABILITIES . . 47,682 39,678 — 8,004 
Deferred liabilities ..............ccccssseeee + 379 
Deferred Liabilities .....................scsee 258 7 + 379 
Adv. from U. S. Gov't (contra)........ 116,330 3,520 —112,810 
Minority Interest. ..............cccccccssccssscees 4,705 3,809 — 896 
Long term debt >) | Sie — 16,935 
Reserves 6,295 6,714 a 41 
Capital _........ 433,717 0  — eae 
MUNNNINDS » <ssschctectcd pinsteponaseneaenssenneioesisasnsee ”- SAaeasas 127,983 -+-127,983 
TOTAL ‘IABILITIES . 625,922 616,058 — 4% 
WORKING CAPITAL . 118,252 170,850 + 52,598 
Current Ratio 3.5 5.3 1.8 
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BANK SHARES 








BY GEORGE L. MERTON 


Photo by Press Association 


HE NATION’S BANKS ENTER 1947 with good pros- 

pects of sustaining operations for another year 
on a sound and profitable basis such as featured the 
year just ended. Granted this premise, the banking 
industry for the third year in a row may well estab- 
lish a period during which the Federal Deposit In- 
surance Corporation has had practically nothing to 
do except to rake in premiums, for bank failures of 
late have become literally unknown. Net earnings, 
also, have held at a satisfactory level during 1946, 
with every evidence that, despite some major changes 
in the banking scene, the New Year will bring com- 
fortable profits to the large institutional money 
lenders. 


Reduced Federal Holdings 


During the year just ended, and particularly 
during the latter half, the long anticipated trend 
toward reduced Federal borrowing got well under 
way. Large scale retirement of Treasury bills, cer- 
tificates of indebtedness and notes, mainly achieved 
through withdrawals of sizable Government deposits 
piled up from unneeded proceeds of the last Victory 
Loan, resulted in a contraction of lendable assets 
enjoyed by the banks compared with a year earlier. 
Aside from their capital and accumulated reserves, 
of course, the banks depend entirely upon their de- 
posits for lending and revenue producing potentials, 
so that any substantial shrinkage in deposits should 
logically be attended by a corresponding dip in 


.gross income. But as it happens, private deposits 


have made gains which partially offset withdrawals 
by the Government, and a sharp increase in more 
profitable business loans has helped to bolster earn- 
ings. On balance, therefore, it seems likely that 
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Throughout the entire country the 
banking industry remains sound. 





when full figures for 1946 can be studied, net earn- 
ings on capital asets will not vary widely from the 
approximate 11% level reported for 1945, although 
some decline is certain. As for 1947, granted a 
fairly balanced stability throughout the nation, 
there are factors which may combine to support 
predictions pleasing to holders of leading bank 
shares. 


Outlook Ahead 


While changes which occurred last year are no 
reliable index of what may be expected in 1947, it is 
true that some of the trends bred may extend their 
impacts during the current year. For this reason it 
is wise to stady more closely some of the variations 
which sprang up in 1946. During the first nine 
months alone of last year, it is reported that United 
States Government deposits decreased by some $15 
billion, but in the process of liquidating Federal 
securities only $9.5 billion came from the portfolios 
of banks, the balance being held by outsiders. Funds 
resulting from this latter source, plus credits created 
from expanded business loans, helped towards an 
actual increase of about $9.4 million in individual 
and business balances with the banks, of which some 
$5 billion represented demand deposits and $4.5 bil- 
lion time deposits. Despite heavy withdrawals by 
the Government, accordingly, the over-all decrease 
in bank deposits came to about $5.5 billion by mid- 
fall. As of a later date — December 11 — member 
banks in 101 cities reporting to the Federal Reserve 
System, showed an increase of only about $4 billion 
in demand and time deposits, against a decrease of 
$14.6 billion in the Federal category. 

But Treasury bank balances, which in the spring 
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of 1946 topped $22 billion, have now been reduced 
to around the $2 billion mark, in line with debt re- 
- duction policies, which have cut the Federal debt 
down around $259 billion now. Henceforth, any 
more substantial reductions of this kind, aside from 
an approximate further decrease of approximately 
$1 billion in the current month, must await the bal- 
ancing of the Federal budget, along with such debt 
retirements as Congress may make possible from 
year to year. Hence, large scale holdings of Gov- 
ernment securities of one kind or another will con- 
tinue to bolster bank earnings as formerly, although 
upon a reduced scale. What an important factor the 
modest yields upon U. S. Government obligations 
create in the banking world is shown by the Con- 
troller of the Currency. According to this source, 
the national banks during the first six months of 
1946 enjoyed certain operating revenues of $412.8 
million, of which $361.6 million represented interest 
from Federal obligations, against only $51.2 million 
which came from interest and dividends received 
from other securities. Even interest and discounts on 
loans came to only $226 million, or far short of 
revenues from the Government source. While from 
now on this near-riskless status of the banks should 
gradually become subject to change, as holdings of 
Government securities shrink and more normal forms 
of loans take up the slack, for a long time to come 
bank shareholders should enjoy warrantable con- 
fidence in the sowndness of their chosen medium. 


Operating Costs Mount 


In the scanning earnings potentials for 1947, the 
change-over from abnormal wartime operations to 
those more nearly akin to peacetime practices has 
brought in its wake a number of encouraging fac- 
tors as well as serious problems. Banks differ little 





from all other kinds of enterprise when it comes to 
facing the impact of rising costs of doing business. 
Gauged again by the experience of the national 
banks during the first half of 1946, an expansion 
of $34.4 million in outlays for wages, salaries and 
directors’ fees occurred, compared with the same 
period of 1945. As during the last half of the year, 
operating costs undoubtedly continued to mount 
and may do so during the current year, new or more 
profitable sources of gross revenue must be found to 
keep net on an even keel. During the period men- 
tioned, payments of interest on time and savings 
deposits likewise climbed to the extent of some $10.9 
million. While the accumulation of added deposits, 
to be sure, accounted for the increase in large meas- 
ure, it is equally true that competition has started a 
minor wave of uptrends in interest disbursed to de- 
positors. Fractional though these contractural gains 
are, they mount up to sizable proportions when 
spread over huge deposit totals. 


Net Earnings Decline 


From preliminary year-end reports of big banks 
in the nation’s larger centers it is apparent that, 
generally speaking, net earnings declined mod- 
erately compared with the previous year, or in con- 
trast with the showing for the first half of 1946. 
In view of the rather sharp contraction in lending 
assets, which we have already discussed, this was 
only a natural expectancy. In a few cases earnings 
showed an up trend, reflecting larger revenues from 
profit taking upon security portfolios or recoveries 
from poor debts. Moreover, a change in policies as 
to the character of Government securities acquired 
for bank portfolios sometimes resulted in improved 
earnings. Whereas average income from this source 
came to around 1.3%, a shift from low yield Gov- 
ernment notes and bills to longer term Federal obli- 








Earnings Comparison of Principal Banks 





Loans 
and 
Invest- 
Total Assets 


1945 1946 1946 1946 
Bank of America (San Francisco.... $5,626 5,765 5.416 4,598 








Bank of Manhattan .............0cccccccce 1,359 1,130 1,055 794 
Bank of New York ...........ccccccccccccccess 437 358 326 242 
Bankers Trust 1,922 1,565 1,390 1,196 
Brooklyn Trust 295 253 235 190 
Central Hanover Bank & Trust.......... 1,972 1,865 1,500 1,241 


Chase National Bank 4,865 4,495 3,657 
Chemical Bank & Trust 1,347 1,226 1,098 
Commercial National Bank & Trust.. 270 229 204 180 
Continental Bank & Trust .................. 196 182 142 
Corn Exchange Bank & Trust .... 842 798 591 
First National Bank of N. Y 797 654 637 
Guaranty Trust 2,893 2,501 2,293 
Irving Trust 1,150 1,021 874 
Manufacturers Trust 2,434 2,287 1,774 
J. P. Morgan & Co. ... ae 654 584 498 
National City Bank ..........c0ccccccccceee 4,977 4,664 3,608 
New York Trust 730 655 545 
Public National Bank & Trust .......... 579 588 552 461 
United States Trust of N. Y............. 178 165 132 133 























Deposits ments* Receipts 


Gross Current 
Net Income Net Per Share 1946 Bid 
1946 1945 1946 1945 1946 Dividend Price Yield 
ae $23,881 $28,963 $2.88 $3.39 $2.00 $47 4.2% 
20,340 6,248 5,111 3.12 2.55 1.20 294.1 
seks Cupsiss 1,986 eouseses 33.11 ssseedes 14.00 367 3.8 
21,517Se9 45,362 40,689Se9 15.12 13.56Se9 1.70 44 «(3.8 
phathets 993 a T2942 scscsexs '5.50 129 4.2 
23,993 12,249 10,044 11.67 9.57 4.00 104 3.8 
scueceores 26,540 22,200 3.59 2.99 1.60 390 4,1 
sppoeeaores 7,693 senbones 3.31 3.18 1.80 46 3.9 
seresscece 1,599 1,439 4.57 4.03 1.60 44 3.6 
ssicpeeeyeus 886 gacueees 1.77 wieitent -80 9? @42 
sikevessuase 3,632 3,829 4.84 5.10 2.40 60 4.0 
15,587 12,291 10,601 122.91 106.01 80.00 1660 4.8 
46,593 21,253 19,751 23.61 21.94 12.00 337 3.5 
9,832Je6 6,108 3,655Je6 1.22 -73Je6 -80 19 «4.2 
38,391 10,524 10,842 5.34 5.43 2.40 58 4.1 
7,052Se9 5,085 2,775Se9 25.43 13.88Se9 8.00 266 3.0 
Ret TE 25,526 22,788 4.12 3.67 1.60 45 3.5 
11,791 4,766 3,352Se9 7.94 7.25Se9 4.00 102 3.9 
RiGUe = eninecee Reve) -ehvee 1.61% 45 3.6 
|S re BEAR © -cinice 51.25 735 6.9 





(000 omitted) 








* Including U. S. Gov't Securities. 








Je6é—For 6 months ended June 30, 1946 . Se?9—For 9 months ended Sept. 30, 1946. 
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gations sometimes proved constructive. 

During 1947 it is quite possible that while Gov- 
ernment deposits will remain relatively stable, those 
of an individual and business definition will continue 
to rise. And to find a lending outlet for these, there 
is a good chance that industrial borrowings and an 
expansion in consumer credit will fill the bill. Com- 
mercial, industrial and agricultural loans expanded 
by over $3 billion during 1946 and the trend prob- 
ably will be accentuated during the current year. To 
meet needs for larger inventories at higher prices, 
most industries have found their cash resources in- 
adequate for the purpose, and, as always, have 
turned to fheir banks for temporary accommoda- 
tion. Barring:a new strike wave, it now seems as if 
for many months yet business borrowing will con- 
tinue at a high level until production and demand 
strike a final balance. While rates on this class of 
joans are still moderate, they are more productive 
than those charged the Government, of course, and 
serve to bolster income of the banks. During recent 
months rates on short term business paper have 
shown a tendency to firm somewhat, with no signs of 
a recession until banking competition becomes more 
acute. 

During the spring stock market boom last year, 
the banks were alert to take profits on securities to 
an impressive extent. Additions to income from this 
source for the national banks, during the first half 
of last year, came to nearly $73 million. The sub- 
sequent drop in market prices to the end of the year 
level checked opportunities for further profit taking 
and whether or not 1947 will produce new potentials 
is anyone’s guess. But in one respect most of the 
banks start the new year optimistically, with bad 
debts reduced to a record low ebb and with their 
portfolios well adjusted to the numerous changes 
unfolding upon the indus- 





has reached a level near to $9 billion, with predic- 
tions that it may rise to around $15 billion in the 
medium term. Although the banks have reduced 
rates generally in order to build up this business, it 
is apt to prove a profitable venture as long as the 
national income remains high. In bad times, how- 
ever, it would seem as if the banks were less well 
equipped to handle and dispose of repossessed items 
than the specialists in this field. On this score, time 
must be the judge. 


Income From Mortgages 


Income from mortgages during 1947 should tend 
to support earnings of the banks, as borrowing for 
construction or purchase of new homes will mount to 
huge proportions. As many of these loans will carry 
a Federal guaranty, and bear an average of 4% 
interest return, they offer an attractive medium for 
bank investment on a large scale. In cases where 
the mortgages are based wholly upon real estate 
without guarantees, the banks have been, and will 
continue to be exceptionally conservative in accept- 
ance of appraisals. From this angle, accordingly, 
there is little danger such as has presented itself in 
the past during boom term periods. Reassurance in 
this respect also stems from policies broadly adopted 
in financing the immense expansion plans of indus- 
try. During 1946, industry as a whole spent about 
$13 billion for new plant and equipment, with in- 
dications that during the coming year this record 
may be broken. To quite an extent the banks 
throughout the nation will find a profitable oppor- 
tunity to assist in the process. 

During war years when bank deposits soared to 
astronomical heights and the Government became 
the chief factor in the banking field, it was entirely 
warrantable that the (Please turn to page 445) 
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appear upon the 1947 mar- 
kets, the banks for the first 
time have made broad plans [| ,45 
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. . Argentina's Trade Campaign 
. « -» Canadian Dollar Balances 
. Ireland's Economic Problems 


. Why Italy's Premier Is Visiting Us 





HE AGGRESSIVE ECONOMIC poLicy of President 

Juan D. Peron toward Argentina’s neighbors 
during the past few months is making the United 
States sit up and take notice. Where direct political 
pressure proved unsuccessful as in Bolivia and Para- 
guay, a skillful putting to use of food surpluses and 
gold and dollar credits is winning for Argentina the 
economic leadership in South America so effectively 
that our own trade and financial policies may be in- 
fluenced by it in the future. Apparently Ambassa- 
dor Messersmith is coming to Washington to report 
on some of these developments. 

The system of trade treaties concluded by Argen- 
tina during the past six months was climaxed by a 
far-reaching pact with Chile on December 13, 1946. 
Chile could not have been treated more generously, 
considering its present economic difficulties. The 
pact aims at the eventual elimination of tariff bar- 
riers between the two countries and grants (1) free 
port facilities for Argentina in the Chilean port of 
Valparaiso, thereby fulfilling one of the wishes of 
President Peron that Argentina obtain a port on the 
Pacific. Chile is granted similar facilities in the 
inland Argentine city of Mendoza. (2) the Argen- 
tine Trade Promotion Institute is to underwrite a 
Chilean bond issue for A-Pesos 300 million (354 per 
cent coupon) to be used for improving and extend- 
ing highway and railway facilities between the two 
countries. (3) Another A-Pesos 300 million loan 
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By JOHN LYONS 





(bearing 4 per cent interest) is to be given to the 
Argentine-Chilean Corporation to be organized by 
the Argentine Trade Promotion Institute and the 
Chilean Development Company to finance the con- 
struction of new industrial plants and the develop- 
ment of Chilean hydroelectric resources with an eye 
to selling electric power in Argentine frontier areas. 
Finally (4), the Argentine Central Bank is to open 
a revolving credit for two years for A-Pesos 100 
million (interest 1144 per cent) to finance Chilean 
purchases of Argentine raw materials and foods. 


Among other South American countries with 
which Argentina now has trade treaties are: Peru, 
Ecuador, Uruguay, and Brazil. The five-year treaty 
with Brazil, concluded last October, provides for the 
exchange of Argentine wheat, wool, and casein for 
Brazilian textiles, lumber, iron, and rubber tires. In 
the case of Peruvian and Ecuadorean treaties, 
Argentina promises to ship wheat and by-products 
as well as cattle and meat in exchange for Peruvian 
copper, petroleum, and rubber and for Ecuadorean 
petroleum, rubber, balsa wood, and cinchona. The 
recently signed treaty with Uruguay provides for 
the sale of Uruguayan electric current to assist 
Argentina in carrying out President Peron’s five- 
year industrialization plan, scheduled to begin on 
January 1, 1947. 

Only Paraguay and Argentina are missing among 
the neighbor countries with which no trade pacts 
have been concluded. However, a trade treaty with 
Paraguay is reported to be under negotiation; the 
little republic is already financially and economically 
so dependent upon her big neighbor that it is often 
thought of as one of Argentina’s provinces. Eco- 
nomic ties between Argentina and Bolivia have been 
strengthened during the war. But at present the two 
countries are politically on the outs. There is a 
chance, however, that some of economic and finan- 
cial agreement will eventually be reached, since Boli- 
via is in bad need of food and is facing economic 
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difficulties stemming from the war-to-peace transi- 
tion. 

There is no doubt that the economic policy of 
President Peron is producing results. Argentina 
has become an important creditor nation. With the 
Chilean loans and credits included, it will have 
authorized nearly 2 billion pesos worth of loans and 
commercial credits. Other debtors are France, 
Spain, Belgium and Czechoslovakia. A number of 
trade agreements are expected to be concluded in 
the near future with the missions of about 10 dif- 
i ferent nations now in Buenos Aires bidding for 
im Argentine business. 










Canada Faces the Problem of Restoring 
Three-Cornered Trade 






Rumors that Canada will reverse its foreign ex- 
change policy and revalue the Canadian dollar by 
10 per cent, thereby restoring the wartime relation 
with the U. S. dollar, have been cropping up per- 
sistently. The heavy discount at which Canadian 
dollar notes are selling in places like Detroit or Buf- 
falo and the weakness of Canadian securities in New 
the | York are usually interpreted as signs of the impend- 
by | mg move. Among the motives most frequently men- 
the | tioned are (one) the need to revive the Canadian 
on- | gold mining industry, now faced with a sharp in- 
pp- | crease in production costs and lower gold prices, 
eye | and (two) the need to arrest the decline in Canadian 
as. | gold and dollar resources. 
en Canadian gold and dollar resources reached a 
100 | peak of about $1,600 million in October 1945. Since 
oan | then they declined to about $1,280 as of the end of 
July 1946; an additional decline has probably 
jth | occurred since then. The main reason for it seems 
ru, | to be the unfavorable trade balance with the United 
aty States. During 1946, the excess of Canadian imports 
the | from the United States over Canadian exports to 
for | this country has probably aggregated about $500 
In | million. This is nearly four times as large an import 
balance as Canada used to have with the United 









ie States during the ’Thirties. 

on What has been happening is simply this: the flow 
san | Of funds which on balance was toward Canada dur- 
The | Ing the war, largely because of our heavy purchase 
for | of raw matrials and foodstuffs, is beginning to as- 
sist | SUme a more normal pattern. Before the war, Can- 
ve- | 2da’s international payments with the United States 


on | usually ended in a deficit that used to be squared by 
transferring to us the pound sterling earned by the 
Dominion in its trade with Great Britain. Since the 


ee pound sterling is not yet freely convertible, Canada 
ath | must draw for the time being on the wartime ac- 
the cumulated gold and dollar balances. 

lly Reason for Trade Deficits 

“ae ] The size of Canada’s trade deficit with the United 
wn States reflects the existence of a huge demand for 
bis durable and consumers’ goods deferred during the 
5 a | War But even if the rate of imports should subside 
a when this deferred demand is satisfied, and the trade 
oli- deficit is reduced, Canada cannot go on drawing for- 
mic | Cver.on its accumulated résources. Sooner or later it 


must again be in a position to utilize the pound ster- 
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ling derived from export surplus to Great Britain 
for the payment for import surpluses from the 
United States. Otherwise, as Mr. James A. Mac- 
Kinnon, Canadian Minister of Trade and Commerce. 
recently stated, Canada will be forced to direct the 
flow of its trade and increase its purchases from the 


-sterling area and Western Europe at the expense of 


the United States. 


War-to-Peace Transition Brings Problems to Ireland 


Probably no European country has retained the 
prewar atmosphere—the way of living and even 
thinking—to the extent that Ireland has. Except 
for the rationing of relatively few staples and for the 
fact that some imported foods and manufactured 
goods were unobtainable, visitors found wartime Ire- 
land to be a country of relative plenty, with bread, 
meat, butter, and eggs available in nearly prewar 
quantities and at prices not much higher. Spurred 
by necessity, the Irish expanded and diversified their 
industries and in general became more self-sufficient. 

Like the other neutral countries, Ireland made 
money during the war. To use the “Economist’s” 
expression, it sold food at “ungenerous” prices; yet 
the British were eager to buy, because Ireland was 
near and there were no ships to spare. Moreover, 
thousands of Irish emigrants found profitable em- 
ployment in factories and shipyards across the Irish 
Sea. Money poured into Ireland’s coffers as never 
before: for the excess of exports, from emigrants 
abroad, from investments, from British tourists, and 
for services performed in connection with air trans- 
port. Sterling assets began to grow, and by the mid- 
dle of 1946 they aggregated around £300 million, 
one-half of which was represented by the net ster- 
ling assets of Irish commercial banks. With that 
much money invested in Britain’s economy, the Irish 
welcomed the conclusion of the Anglo-American Pay- 
ment and Trade Agree- (Please turn to page 450) 


Argentina finds in her vast cattle herds a 
valuable means of expanding her export trade. 
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By FRANK R. WALTERS 


HE MEAT PACKING INDUSTRY in 

the past two or three years has 
encountered sharp vicissitudes due 
to war conditions, OPA regula- 
tions, black markets, unusual de- 
mands for its products, etc. Sales 
have reached record proportions 
in some cases, although the bigger 
companies have suffered from di- 
version of business to black mar- 
ket butchers and smaller packing 
establishments. Peak sales for 
Armour, Swift, Wilson and Cud- 
ahy occurred in the 1944 fiscal 
year (which uniformly end Octo- 
ber 31). 1945 net sales declined 
some 10 or 15% and net income 
dropped proportionately. 

Results for 1946 fiscal year are 
not yet available for all compa- 
nies, but Swift & Company, the 
largest reported receipts of $1,- 
308,000,000, only about a million 
dollars more than the previous 
year. While selling costs were higher, other expenses 
(including provision for inventory replacements) 
declined. Profits from operations were down over a 
million dollars, but about $5,000,000 savings in 
taxes resulted in an increase in net income of over 
$4,000,000, and share earnings increased from $2.08 
to $2.77—the latter being about in line with the 
1942-44 figures. 

Swift’s annual report states that the fiscal year 
was one of the most unusual periods in its 61-year 
history, with many ups and downs. Tonnage han- 
dled was about 11% less than the previous year, 
presumably representing losses to black market pro- 
ducers, so that stability of sales were accounted for 
by higher average prices. The company was able to 
retain almost exactly the same proportion of its sales 
as in the previous year—about 25 %—payments to 
farmers and growers being supplemented by govern- 
ment subsidies. Since Swift is typical of the-indus- 
try, it is obvious that the packers did not profiteer 

jat the expense of the American public. While farm 


yj and market prices of steers, hogs, etc. advanced 


sharply during the year, the packing industry 
merely performed its usual function of middleman 
and processor. The lush profits went to the farmers, 
black marketeers, and the small unscrupulous ab- 
batoirs. 

Swift’s report stated “we realize that some of 
these earnings (for 1946) resulted primarily from 
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Hopes of more normal operating conditions during 1947 
add confidence to patient holders of packing shares. 


the rising scale of prices. Earnings that come from 
the up-swing are needed to cushion the shock when 
the price cycle starts downward. . . . Because our 
fiscal year closed less than two weeks after the re- 
moval of meat ceilings on October 15th, our inven- 
tories were still sub-normal on October 26th, the clos- 
ing date. The inventory figure on our balance sheet 
therefore reflects low quantities resulting from in- 
voluntary liquidation during the price control pe- 
riod.” 

The inventory situation is an important factor in 
the profits of the packing companies. The Internal 
Revenue Code (the Treasury Department’s account - 
ing rules for calculating income taxes) provides that 
product inventories should be valued by the so-called 
*Lifo” (Last-in, First-out) method. There are also 
some complications due to the fact that the calender 


year (for which income taxes are figured) overlaps , 
the fiscal year ending October 31st. The careful stu- 


dent of packing company earnings must therefore 
study the interrelations of inventories with earnings 
and taxes. As a result of Swift’s replacements dur- 
ing the 1946 fiscal year at costs in excess of the basic 
“Lifo” prices, nearly $6,000,000 of prior year’s 
taxes are now refundable and this was applied to 
reduce tax accruals for 1946 (being included in the 
balance sheet under long-term receivables). 

It is obvious that, since in the nature of the pack- 
ing business inventories are lower at the end of Octo- 
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ber than at the end of the calender or tax year, 
profits taken during the fiscal year may be reduced 
in the calendar year if it is necessary to restore de- 
pleted inventories at increased prices. Recognizing 
this situation Swift made a provision in its fiscal year 
statement to cover the estimated excess cost of inven- 
tory replacements to be made from October 26th to 
December 1931, over the “Lifo” value of such re- 
placements. After reducing this estimate by the per- 
centage of the Federal Income tax rate, it amounted 
to an approximate $10,000,000 applicable to 1946 
current income (there was a smaller amount applica- 
ble to prior years which was charged to surplus). 
In other words, earnings for the fiscal year were 
marked down by some $10,000,000 or $1.33 a share 
in order to protect 1947 earnings. On the other 
hand as noted above, there was a tax saving due to 
inventory adjustments during the fiscal year of more 
than half this amount. g&xcluding these various ad- 
justments, share earnings would probably have risen 
to a new high level, possibly in the neighborhood of 


$3.40 a share. 
Excess Profits Taxes 


Swift has not benefited during 1946 to any sub- 
stantial amount by the ending of excess profits taxes. 
In the 1946 fiscal year the net Federal tax saving 
amounted to about $4,200,000, or some 70c a share. 
Other companies may obtain more substantial bene- 
fits. Armour in 1945 paid Federal excess profits 
taxes of $3,120,879 but also obtained tax savings 
due to refinancing and retroactive wage increases 
totaling $6,062,664. While it is difficult to forecast 
taxes, it would appear that about 55% of the com- 
bined amount would be saved in the 1946 fiscal year, 
less one quarter due to the overlapping of the 1945 
tax year with the fiscal year. This would work out 
at about $3,800,000 or nearly $1 a share—an im- 
portant factor in appraising the stock. In general, 
tax savings afforded the packing industry a good 
offset against higher operating costs and other dif- 
ficulties resulting from the hectic conditions prevail- 
ing in 1946. 

Normally, the big packers take a very small 
margin of profit. Swift in its year book states ““No 
meat packing company can control livestock or meat 
prices. It can neither hold down the prices of live 
animals or push up the prices of meat. More than 
4,000 competing meat packers and over 20,000 com- 
mercial slaughterers see to that.” Also the perish- 
able character of meat products forces the packers 
to turn over their inventories without much regard 
to profits. i 


By-Products a Factor 


By-products are an important factor in earnings. 
High values for by-products were an important fac- 
tor in sustaining packing earnings in 1946, and will 
doubtless also be a still more important factor in the 
outlook for 1947, since OPA ceilings no longer in- 
terfere with the production of soap and many other 
by-products. However, Federal controls still exist, 
and the final decision on how much edible and inedi- 
ble fats and oils should be allocated to the United 
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States as compared with foreign countries in 1947, 
is being debated by cabinet members. 

The packing industry had its share of labor trou- 
bles in 1946, with the first widespread strike in a 
quarter of a century. However, the major stoppage 
lasted for only ten days so that closings were not an 
important factor affecting the industry’s earning 
power, as was the case with the steel industry, rail- 
roads, etc. 

Swift & Company’s report for 1946 may not 
prove typical for the industry. Swift is not only the 
leader but one of the most consistent earners in the 
industry, and its officers (as pointed out above) 
make every effort to stabilize their earnings through 
various adjustments. Other companies may not make 
use of these “levelling devices” and increased earn- 
ings when published may yield startling results, par- 
ticularly where there is substantial capital leverage. 

As an extreme example, Hygrade Food Products 
recently reported for the year ending November 2, 
1946, share earnings of $18.50 compared with $2.67 
in the previous year (and a very poor prewar record 
of earnings). The stock is currently quoted around 
50 on the N. Y. Curb up from the year’s low of 
about 22. This company, a $13,000,000 producer 
specializing in the delicatessen brand of products, 
evidently “hit the jackpot” in 1946. As recently as 
1940, with net sales of about $45,000,000, the com- 
pany was “in the red” 36c a share. During the war 
sales skyrocketed to nearly $111,000,000 (details 
for 1946 are not yet available, but it seems probable 
that sales again advanced sharply). 

While Armour’s detailed report is not yet avail- 
able, indteations are that the company may earn 
around ‘$3a share for the common stock. The com- 
pany recently amended its proposed recapitalization 
plan and indicated that the new preferred stock 
issues (to refund the old) may soon be publicly of- 
fered. The new plan, made possible by increased 
working capital obtained from “satisfactory earn- 
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ings” is more favorable to the common stockholders 
than the original plan (which was approved in July 
but delayed due to market conditions). The new 
plan would increase the amount of new first prefer- 
ence stock, reduce the number of second preference 
shares (which are convertible into common stock) 
and eliminates the provision for issuing 1,355,240 
shares of common stock (compared with 4,065,718 
outstanding). 

This meets the objections of certain stockholders 
who held that the original plan diluted the equity of 
the common shareholders. The new financing will 
permit retirement of the old preferred stock, with 
over $15,000,000 accrued dividends. The new first 
preference stock will be offered in exchange for the 
present $6 prior preferred and the much smaller 
issue of 7% preferred, and unexchanged stock will 
be publicly offered. The company had already com- 
pleted a debt refunding program last summer, bor- 
rowing $50,000,000 at 234% from insurance com- 
panies and $20,000,000 from the bank at 2%. The 
completion of the present preferred stock refunding 
should permit restoration of dividends on the com- 
mon stock (not paid since 1937). Armour is cur- 
rently selling around 14 on the N.Y. Stock Exchange 
compared with the 1946 range of 1814-101. 

Wilson & Company, number three in the big four 
group of packers, has had a somewhat irregular rec- 
ord. While war-time earnings have shown consider- 
able improvement over the prewar rate, no dividends 
were paid on the common stock during the years 
1938-45. Early in 1946 the $6 preferred stock was 
refunded by a $4.25 issue, permitting the resump- 
tion of common dividends at the annual rate of 80c. 

Cudahy Packing, remaining member of the Big 
Four, has just issued its annual report for the year 
ended November 2nd, showing $12.19 a share on the 


common stock compared with $4.12 in the previous 
year. Dollar sales were 114 percent higher than in 


the previous year, but tonnage sales declined 12 per- 


cent. Indicating the low percentage of profits taken 
by the packers, Chairman E. A. Cudahy announced 
that the year’s profits amounted to less than 4c a 
lb. on livestock purchased and less than 4c a |b. 
on meat sold. 

The company reported a strong current position 
with current assets of over $57,000,000 compared 
with current liabilities of less than $19,000,000 
Funded debt is now only $14,000,000, the lowest 
figure in 25 years. Inventories were fairly high, the 
dollar amount being 47 percent over last year. The 
company plans an extensive program of plant mod- 
ernization and technological and scientific research. 
Improved techniques have already reduced the time 
needed to process smoked and cured products to 7 
days, with a resulting decline in inventory require- 
ments and more rapid turnover. 

The outlook for 1947 appears excellent for the 
meat packing industry. The more even flow of live- 
stock to market and the virtual cessation of black 
market operations should improve dollar volume 
While retail meat prices have declined and may de- 
cline further, this may be more than offset by the 
advantages of free markets, without the OPA ceil- 
ings and regulations which tended to “squeeze” 
processers during the first half of 1946. Foreign 
demands for meat will continue, with exports limited 
only by available funds and exchange; foreign loans 
and the operation of the International Bank (to- 
gether with the exchange stabilization fund) should 
help exports. The packers’ labor costs may show 
some further rise, but it appears doubtful whether 
they will be troubled much by portal-to-portal liti- 
gation. While most of the (Please turn to page 450) 








Earnings Summary of Leading Meat Packers 
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“1939 Soles 945 wees 1939 -_ “os 1946 Dividend _— rela - “Rene? ‘ 
UN I resicsisccctscacinccsssss $715.3 $1,212.9 $1,183.5 def$.04 $1.41 $4.27 Nil $14 as 3.3 
Cudahy Packing Co. .................. 202.2 344.9 349.9 -60 4.12 12.19 $2.20(a) 44 5.0% 3.6 
Hygrade Food Products............ 42.6 110.9 154.9 -45 2.67 18.15 1.80 50 3.6 2.7 
Morrell, John & Co. .........000 98.7 158.2 126.8Agq9 5.53 2.58 N.A. 2.50 47 5.3 18.2(b) 
POUR PNG acocnscsicsensnscesossssoseses 54.6 100.2 100.3 2.23 1.39 0° 0— 2:29 1.40 29 4.8 12.6 
PI I asientcntcpsnscchcnsssiceds 756.7 1,307.6 1,308.3 1.74 2.08 2.77 1.90 35 5.4 12.6 
Swift, International Not Availabl 2.47 1.96 _ 1.86Je6 1.60 27 5.9 13.8(b) 
United Stockyards _..............0.... 3.7 5.4 5.8 -13 -40 41 25 5¥2 4.5 13.4 
OMNIS Scasinsesnossessensaasccnevoe 272.9 468.6 328.80c9 -64 1.64 N.A. -80 14 5.7 8.5(b) 





(a) Plus 10% stock. (b) Based on 1945 earnings. 
Oc? For 9 months ended October 31. N.A. Not Available. 





in 1946 operations. 





Je6—For 6 months ended June 30. 
def deficit. 


Note: Earnings of meat packers are derived partly from meat production, partly from by-products. While the annual reports of these com- 
panies do not usually provide break-downs of the source of earnings, it is believed that by-products played a more important-than-usual part 


Ag? For 9 months ended August 31. 
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By J. C. CLIFFORD 


URING THE DECADE after World War I, flotations 

of foreign issues in the United States remained 
quite active, the annual totals ranging from $300,- 
000,000 to $900,000,000. With the wild stock mar- 
ket of 1929, foreign financing dwindled to only 
about $130,000,000 but in 1930 the total recovered 
to over $600,000,000. This figure has not been 
equalled since. During the 1930's, the large number 
of defaults resulting from worldwide business de- 
pression made it difficult to attract American capital 
although a few small issues continued to appear from 
time to time. With the outbreak of World War II 
foreign issues slowed to a trickle. There were prac- 
tically none in 1940-1941, but a $90,000,000 issue 
appeared in 1943, followed by another two years or 
negligible amounts. Beginning in March 1946, how- 
ever, there were a series of flotations, and other issues 
will doubtless follow for countries whose credit rat- 
ings have survived the war, or for others which can 
resuscitate their standing. 

During the war the only foreign financing done 
in this country was by Canada and Panama. During 
1946 Australia sold three refunding bond issues, 
$20,000,000 Commonwealth 10-year 314s and $25,- 
000,000 20-year 314s, together with $8,500,000 
Sydney County Council 10-year 344s. An issue of 
$50,000,000 Netherlands bonds, proposed to be of- 
fered by a syndicate headed by Kuhn Loeb & Co., 
was postponed October 22, until market conditions 
should improve. 

A substantial percentage of foreign bonds held in 
the United States defaulted during the 1930’s due 
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to economic conditions, declines in for- 
eign exchange, etc.,,and this was fol- 
lowed during the recent war by other 
defaults by warring nations. At ‘the end 
of 1945 over one-half the $4,863,000,- 
000 publicly offered foreign dollar 
bonds outstanding had defaulted, ac- 
cording to a compilation prepared by 
Dean John T. Madden of New York 
University, Director of the Institute of 
International Finance. Eighty-two per- 
cent of Europeans, fifty-five percent of 
Latin American, fifty-six percent of 
Far Eastern and five percent of North 
American bonds were in default on in- 
terest payments. Thus the rate of inter- 
est received on all bonds averaged 2.32 
percent compared with the average con- 
tractual rate of 5.14 percent. 

However, many foreign countries 
used available funds to buy back bonds 
at depressed levels rather than make 
payments on interest and principal. For 
example, Germany and Japan, which of 
course have defaulted completely, re- 
purchased 37 percent and 70 percent re- 
spectively, of the dollar issues they had 
sold in the United States. Of 38 coun- 
tries with dollar bonds outstanding in 
the United States, some 21 countries 
had repatriated (bought and _ with- 
drawn) $779,000,000 bonds or nearly 
one-third of the amount outstanding. 
Bond issues of these countries represented about half 
of all the foreign dollar bond issues which had been 
sold here by 38 nations. 

Only a few countries have had an unbroken record 
of payments—Australia, France, Finland, Guate- 
mala, Ireland and Liberia. Canada, of course, has 
had an excellent record except for bonds issued by 
certain provinces and municipalities; and the same 
is true of the Argentine. The national Argentine 
government has maintained a strong financial condi- 
tion and in 1946 retired before maturity $136,- 
000,000 in national and provincial issues, ending 
that nation’s debtor status in international finance. 

From now on there will probably be a rapid de- 
crease in nations which are on a completely default- 
ing basis. Recently the City of Carlsbad, Czecho- 
slovakia (this country fared relatively well during 
the war despite German occupation, and is now along 
with Belgium one of the most rapidly reviving spots 
in the former war area) announced that it would 
resume debt service on about $500,000 of 8% bonds 
on which no interest had been paid since 1935; ; inter- 
est would be reduced to 4% and arrears at the new 

rate would be paid up by ‘July 1, 1957 (the bonds 
would be extended from 1954 to 1966). There would 
also be a sinking fund, and the entire offer was 
guaranteed by the Czechoslovakian state. Copies of 
the offering are obtainable from the Central Han- 
over Bank & Trust Company. Following the an- 
nouncement the bonds advanced some 26 points on 
the New York Stock Exchange. Two other Czech is- 
sues, the Republic 8s and the Prague 714s, had re- 
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sumed interest payment of 6% last Fall and these 
issues gained abqut 11 and 15 points respectively on 
the announcements. 

During 1946 the City of Antwerp and the Repub- 
lic of El Salvador also announced resumption of 

‘debt service on adjusted bases. The Republic of 
Poland has also indicated its intention to discharge 
its obligations to holders of bonds of the national 
Government, the Province of Silesia, the City of 
Warsaw, the National Economic Bank and the War- 
saw and Land Mortgage Bank. 

The Republic of Chile has announced that 
$7,468,000 for servicing its foreign debt will be al- 
lotted for the year 1946 from receipts of the Auton- 
omous Institute for the 


war damaged economies, while the fifth is for develop- 
ment projects. The Bank’s debentures, when issued, 
will have three safety factors: the Bank’s loans, the 
authority to call on all subscribers (particularly the 
United States) for the unpaid 80 percent balance of 
total subscriptions, and a reserve to be built up 
from a special commission of 1 to 114 percent on 
all loans. Mr. Meyer has indicated his belief that the 
security thus built up would be more than adequate 
to cover any defaults or difficulties which might 
occur in connection with loans. 

The International Monetary Fund begins oper- 
ations within a short time and is expected to “freeze” 
at about present levels the currency exchange rates 

of 33 nations, but this does 





not mean that these rates 





Amortization of the Public 
Debt. Half will be used to 
pay interest amounting to 
1.415 percent. The inter- 


Trend of Foreign Borrowing in 
the United States 


will remain pegged indefin- 
itely. Official quotations on 
some foreign paper curren- 
— cies have been sharply ques- 





est is expected to be paid 
about February Ist and 
will apply to all external 
bonds of the Republic, the 
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governmental authorities 





to improve world trade and 

stabilize commodity prices, rather than to improve 
the status of existing foreign bonds, but the two in- 
stitutions, when fully functioning, c can hardly help 
but.exert a favorable effect on defaulted foreign 
bond issues. Moreover, future loans by the Bank 
itself may replace a considerable amount of future 
foreign financing in this country. 

The Bank has already been set up and the Fund 
is expected to begin operations on March 1. Unfor- 
tunately the Bank has gotten off to rather a poor 
start due to delays in obtaining the cooperation of 
state banking authorities to make its future bond 
issues legal investments for institutions. ‘Also the 
resignation of Eugene Meyer as President, follow- 
ing completion of the Bank’s organization, and the 
apparent difficulties of refilling the post, have led to 
some doubts regarding the future success of the 
Bank. Most of the funds required, other than the 
funds contributed by member countries, must for the 
present be obtained in this country and Mr. Meyer 
had been hopeful that necessary state legislation 
would be forthcoming to permit insurance companies 
to invest in World Bank obligations. 

The Bank has already received five applications 
for loans, four of which are for reconstruction of 
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regarding the placing of 
realistic values on their currencies. 

In at least one case however voluntary steps are 
already being taken. Premier Blum of France has 
ordered a 5 5% cut in all prices and this indication of 
a real fight against inflaticn has sharply increased 
the black market value of the france as compared 
with the dollar. The Fund can of course bring to 
bear considerable pressure against foreign countries 
which do not accept its suggestion; if manccustal it 
will exert real international control over currencies. 
If the pending International Trade Conference. 
which will deal with tariffs and trade agreements, is 
also successful, further progress will be in store. 
However, local politics will always remain a handi- 
cap and there are still many political sore spots, as 
for exmaple in Brazil where former President Vargas 
is apparently attempting a “comeback.” 

What are the prospects for recovery in the status 
of foreign dollar bonds which are still in default? 
The field can be covered only briefly in this article. 
Some issues such as the old Imperial Russian bonds 
(in which some lively speculation has developed at 
times) are so completely enmeshed in foreign politics 
that they seem practically an out-and-out gamble: 
only an overthrow of the present communist govern- 
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ment in Russia would seem to offer any hope of a 
settlement of such bonds—which may be likened 
somewhat to our own defaulted confederate bonds, 
few (if any) of which have ever been paid. 

Twelve other European countries are in complete 
default—Austria, Bulgaria, Danzig, Estonia, Ger- 
many, Greece, Hungary, Italy, Lithuania, Poland, 
Roumania and Yugoslavia. As already noted, Poland 
has already made a move toward resuming debt serv- 
ice. The Premier of Italy is now in this country 
seeking a $100,000,000 loan; whether this would 
permit some move for servicing dollar bonds seems 
rather questionable, though such a loan would defin- 
itely improve Italy’s debtor status. Austria and 
Hungary have been involved in hopeless inflation 
which must be brought more fully under control 
before foreign bondholders can expect consideration. 
Bulgaria, Danzig, Estonia, Lithuania, Roumania 
and Yugoslavia are more or less in the Russian orbit 
of influence; but the action of Poland shows that the 
situation is not hopeless. Holders of German bonds 
however may have to wait a long time, for Germany 
is now dismembered economically and politically and 
it may take years to rebuild her shattered economy, 
which will be heavily drained by reparation pay- 
ments. 

The situation with respect to Japan may not be 
quite as bad as that of Germany, since the country 
is being ably administered by General MacArthur 
and the Government is being solidly rebuilt on a 
democratic basis (though there is a communist 
fringe). If inflation can be brought under controi 
and the political situation stabilized, Japan might 
surprise the world by the speed of her economic 
recovery, though the break-up of the old family 
“trusts” such as Mitsui requires rebuilding of busi- 
ness leadership. The situation in China remains seri- 
ous, of course, until that 
country ends its long civil 


tional issues (and those of the city of Montevideo) 
which have not accepted debt offers. Haiti is paying 
interest but not sinking funds. 

Brazil in 1943 announced a major plan to handle 
its debt, and about three quarters of the holders of 
national, state and municipal dollar bonds have 
accepted this plan and are receiving interest on the 
new basis; non-assenting bonds are still in default. 
In Colombia practically all issues remain in default 
except one national and one municipal issue. Ecua- 
dor and Mexico are old offenders and according to 
the Foreign Bondholders’ Protective Council their 
defaults range from 17 to 382 years. In 1942 Mexico 
made an offer on one national and one guaranteed 
dollar issue, reducing principal about 80% and 
making service in pesos (with an option to receive 
dollars) ; a little over half of the holders have ac- 
cepted this offer. Mexican state issues and the old 
expropriated railway bonds remain in complete de- 
fault despite valiant efforts made from time to time 
by bondholders’ groups as well as our own govern- 
ment to improve the situation. While some progress 
has been made in recent years in resuscitating the 
Mexican economy, much remains to be done, and 
the country has just entered a new Administration, 

Bolivia and Peru are also chronic defaulters for 
nearly 15 years, despite the income these countries 
obtained during the war for their mineral products 
(tin, copper, silver, etc.). It has been expected for 
some time that Peru might do something about its 
bonds but nothing definite has yet occurred. Bolivia 
iast year made a small payment on the 8s of 1947 
(previous payments were in 1941 and 1931) but 
this was only a technicality. 

Chile has been offering some small interest pay- 
ments in the past 11 years for coupons in arrears 
but no general plan has (Please turn to page 458) 





war and begins a real recon- 
struction program. 
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COMING DOWN—Want to see an interesting hint 
on coming price trends? Then take a look at the 
commodity chart on page 444 of this issue, with 
particular reference to the two charts on the bottom 
of the page on “spot” and “futures” prices. These 
show that while the “spot” price index is holding 
fairly firm (despite the number of price reductions 
now in progress) the “futures” index is headed 
downward. “Spot” prices refer to the current price 
level, whereas “futures,” as the name implies, are 
prices on options for future delivery of various basic 
commodities which are traded on regular exchanges, 
such as wheat, corn, cotton, metals, hides, lard and 
various others. 

Any spread between present and futures prices is 
a signal that bears watching, and in this case, it 
indicates that traders are placing a lower valuation 
on future commodity values—in other words, the 
professionals expect prices to go lower in 1947. 
Since prices are one of the key problems of our 
times, this is a business indicator of more than or- 
dinary importance right now. We would especially 
watch for any material widening of the discount of 
“futures” versus “spot” prices, and will comment on 
this from time to time. 


REALTY TRENDS—Another interesting business 
barometer is the trend of the real estate market. 
Here the turn was called clearly and unmistakably 
as early as mid-1946, when residential dwellings in 
the top price brackets were no longer bought up as 
avidly as during the war-induced realty boom. As 
buyers’ bids slackened, it became necessary to shade 
prices, and that has been the trend ever since. Most 
significantly, this is pretty much the case through- 
out most of the country. 

Tip off to the future is contained in the recent 
statement by the National Association of Home 
Builders anticipating a “definite downward trend” 
in prices for “old homes,” and a possible tightening 
of mortgage interest rates for new construction. 

Meanwhile, prospects for the long-awaited build- 
ing boom are much improved, with the program for 
_ 1,000,000 new low-cost houses figuring prominently 
in President Truman’s economic message. As this 
gains momentum later in the year, the now acute 
realty squeeze may change very materially in some 
localities. 


UTILITY SPENDING—One of the _biggest customers 
for capital goods and related services in this country 
is the public utility industry. This year the utilities 
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are going in for new construction and expansion in a 
handsome way—to the tune of about a billion dol- 
lars, which would be the largest such outlay for the 
industry in nearly twenty years. 

To finance this program, the utilities will be enter- 
ing the capital markets for between $500 and $700 
million in new money, to be raised by stock and bond 


issues. Underlying it all is the basic fact—often 
overlooked—that despite the many problems that 
our public utilities have faced in the past, they are 
a remarkable growth industry, which has been mak- 
ing consistent new records year after year. Since 
they provide the power and fuel for a still expand- 
ing economy, their ultimate growth limit is nowhere 
in sight. 

A program of this scope will provide quite a boost 
to industrial activity this year, especially in the 
heavy goods industries, to which a good part of 
that billion-dollar outlay will eventually flow. And 
a $500 million or $700 million quest for new capital 
will be a welcome tonic to our financial markets. 

There are many signs»and indications of improv- 
ing business confidence on the long-range future, and 
the fact that the once politically-hounded utilities 
will spend more heavily than they have in twenty 
years looks like a vote of confidence on the basic in- 
dustrial outlook. 


PORTAL PAY PRESSURE—Although the current 
wave of “portal pay” claims against some of our 
leading corporations is well past the billion-dollar 
total, it’s not as formidable as it may appear. There’s 
good reason to believe that the whole thing will be 
settled on a much less drastic basis than the billion- 
dollar figures might imply. Best tip of all is the 
stock market itself, which has thus far taken the 
“portal” suits well in its stride, with hardly a quiver 
on that score. 

By strange paradox, what makes the “portal” 
claims well-night unpayable is their very size and 
scope, and what this would mean to the nation as a 
whole. Here, for a change, is something that, if 
granted, would hurt everyone’s interests directly and 
immediately. It would push some corporations to 
financial ruin, wipe out thousands of jobs, and, in 
the long run, hit the U. S. Treasury hardest of all, 
since the Government would be called upon to make 
retroactive tax adjustments for the companies 
involved. 

What it all boils down to is that the labor cap- 
tains have seized upon a fairly obscure decision (the 
Mt. Clemens Pottery (Please turn to page 456) 
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Following a long period when military alcohol production was transcendent, Schenley 
now rebuilds her stocks of whiskey for ageing. Record grain crops assure ample supplies. 


Schenley Distillers 


— AFTER 3 SPLITS 


excise tax reduction due July 1. 

(2) Necessity for substantial ex- 
penditures to finance production and 
storage of new inventories of aged 
liquor at prevailing higher costs. 

(3) Possibility of revival of illegi- 
timate competiton from bootleggers 
now that grain, sugar and other 
essential materials are becoming more 








By PHILIP DOBBS 


[Mizmones of New Year’s celebrations are suffi- 
ciently vivid to remind one that a few headaches 
usually result from overindulgence. Somehow the 
old familiar “morning-after” feeling seems especially 
appropriate at this season in surveying prospects 
for major liquor distillers now that the great wartime 
expansion spree is over. For an industry that may 
be said to have “risen from the grave” only a few 
years ago the recent vigorous growth has been little 
short of miraculous. It is time now for a sobering 
analysis of current conditions and the longer-range 
outlook. 

Several developments have occurred in recent 
months having a bearing on future operations of the 
industry. In general, these point to rising produc- 
tion and distribution costs, keener competition and 
narrower profit margins. 
fore, that the spectacular rise in earnings probably 
has passed its peak. A reversal in trend, if it should 
materialize, logically might find reflection in stock 
prices. Principal influences that have come to light 
as a result of recent industrial changes include: 

Q) Indications of (at least a temporary) slack- 
ening in consumer demand for alcoholic beverages, 
pending price cuts incident to the forthcoming 
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It may be assumed, there- © 


generally available. High taxes en- 
courage illegal distilling. 

(4) Prospect of keener competi- 
tion to reduce holdings of war blends, thus inviting 
larger promotional expenses and reinstatement of 
discounts to wholesalers and jobbers. 

(5) Gradual lessening of the widespread escapist 
psychology and war tension that contributed to 
social drinking (especially among youngsters) since 
1941. 

(6) Likelihood of at least a moderate recession in 
consumer income in coming months together with an 
increase in buyers resistance to high prices for 
blends previously accepted only because of the war 
emergency. 

In the light of worrisome problems such as these, 
it is little wonder that investors have shown anxiety 
over the 1947 outlook for distillers. What of the 
prospects for the largest factor in the industry— 
Schenley Distillers Corporation? At the 1946 high 
of 100 for the present common stock that has been 
split three times since 1944, the company’s outstand- 
ing capitalization had a market appraisal of $360 
million, compared with slightly less than $18 million 
at the 1941 highs for the preferred and common 
shares outstanding at the end of that year. A boom 
of more than 1,000 per cent in less than five years 
borders on the sensational. At least, a partial re- 
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Phenomenal Growth In 
Schenley Operations 

(000 titted) Per - ell Dividendt 
Oe aaa $40,275 $2.31 Nil 
aR 63,045 2.68 Nil 
heme aR 82,220 2.47 $1.31 
ATIC 83,899 1.76 1.05 
1928 ........, Re ea NES 70,204 85 17V2 
ear ates tam Rt 73,867 88 Ni 
GRRE CE 81,473 5.16 Nil 
RRR RRR 121,992 1.82 a 
race emma REET 152,192 1.61 35 
aeRO. a 223,183 2.32 70 
3a ee 386,635 4.03 872 
Rae renee eed 561,657 6.44 1.14 
Raa ene ETe 643,867 13.58 1.85 
Nov. 30, 1946 Quarter __............. oe lt 
* For fiscal year ended December 31, 1934-39, and August 31, 
1940-1946. tFor calendar year, and adjusted for capital chang 























tracement of the advance would not be surprising. 

Reasons for expecting reduction in earnings have 
been outlined above. Schenley is a far different com- 
pany than it was five years ago, however, and one 
would be warranted in feeling confident that normal 
earning power could be sustained comfortably above 
the pre-war average. Operations have been widely 
diversified, competitive position has’ been strength- 
ened and new products have been developed in re- 
search laboratories that promise to add to income. 
The aggressive management that capitalized on 
abnormal war conditions in recent years may be 
expected to make the best of opportunities presented 
for retrenchment. 

Aided by tax relief, Schenley reported net profit 
for the first quarter of the current fiscal year ending 
November 30 amounting to $19.4 million, or $5.38 
a share on the 3.6 million shares now outstanding. 
This compared with $13.4 million, or $3.72 a share, 
for the corresponding period of 1945. Although the 
showing suggests potential earning power in excess 
of $20 a share annually, there seems little doubt but 
that the company may encounter difficulty in main- 
taining such a pace. In fact, a decline in shipments 
already has occurred, according to trade reports. 


Adverse Factors 


Two recent developments seem destined to. retard 
earnings improvement and to dictate a cautious 
financial policy: (1) The Presidential order termin- 
ating hostilities as of December 31 and (2) regula- 
tions releasing additional grain for use of distillers. 

The first event, automatically lowering the excise 
tax on whiskey six months hence from $9 to $6 a gal- 
lon, tends to discourage hoarding of supplies beyond 
needs for the intervening months. The second ruling 
permits adoption of plans for rebuilding aged liquor 
inventories, and naturally such a program involves 
substantial financial responsibilities. 


Economic conditions that contributed to record- 
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breaking sales and profits in recent years now have 
been reversed. Whereas in 1941, 1942 and 1943 re- 


‘tailers and consumers were scrambling for supplies 


in anticipation of suspension of production and a 
consequent scarcity of good quality whiskies. In 
those years alcoholic beverages were looked upon as 
an ideal hedge against inflation, and distillers them- 
selves scoured the country for stocks which might be 
placed in storage. Now producers and distributors 
are anxious to dispose of holdings on which the tax 
has been paid before the lower rate becomes effective 
July 1, which will mean a saving of 60 cents a fifth 
in excise taxes alone. 


Financial Steps 


Now that restrictions on the use of grain have 
been removed, major distillers have begun rebuild- 
ing inventories to be aged. Schenley has arranged to 
finance part of this program through bank credits 
totaling $125 million. Of this amount, about $79 
million is to mature in 1955 and slightly less than 
$46 million is due four years earlier. Schenley has 
not announced its production plans, but in the trade 
it is believed that more than 50 million gallons may 
be put into barrels in coming months to age for 
four years. 

Costs have risen sharply in the last few years. 
Before the war, it is estimated that whiskey could be 
produced for between 25 and 35 cents a gallon. 
Now, according to insiders, costs have risen to be- 
tween $1.25 and $1.40 a gallon, depending on labor 
conditions at individual distilleries and freight 
charges on supplies. Accordingly, production and 
storage of 50 million gallons or more in 1947 readily 
might involve expenditure of between $75 and $100 
million. Schenley’s latest statement showing inven- 
tories at $175.5 million suggests that whiskey sup- 
plies in storage probably exceeded 175 million 
gallons. 

Schenley acquired substantial production facili- 
ties along with inventories in recent years and ap- 
parently is in position to build up stocks at a higher 
rate than most other competitors. There may be an 
advantage in enlarging supplies to be marketable in 
1951, but such a program would impose even greater 
financial burdens and would involve risks of more 
favorable grain prices in 1948 and 1949. The fact 
that productign facilities are about double. normal 
consumption does not present a threat of overproduc- 
tion at the moment, but it does suggest that keener 
competition may develop at some time in the future 
and that recent wide margins are unlikely to endure 
much longer. 


Price Competition 


Another factor that points to possible price com- 


.petition is the war-induced popularity of blends of 


whiskey and neutral spirits. Before the first World 
War American taste favored blends, and trade fig- 
ures indicate that 80 per cent or more of popular 
1914 brands were blends. After the end of prohibi- 
tion, however, there was a reversion against “catgut” 
whiskey and “bathtub” gins with the result that 
blends lost out to straight whiskeys, which accounted 
for more than 60 per cent of sales. The need for con- 
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servation of aged whiskey during the war, when 
all distillers turned to production of alcohol for war 
requirements, brought about a new reliance on 
blends of neutral spirits. In fact, for a time dis- 
tillers turned to Cuba for essential cane spirits. 


Basis for a downward readjustment in sales vol- 
ume and profits may be better appreciated by a 
review of Schenley’s extraordinary growth in the 
war years. Net income has expanded ten-fold since 
1940 when war preparations in this country stimu- 
lated industrial activity. Below is a recapitulation 
of sales and earnings figures for fiscal years ended 
August 31 (with share earnings adjusted to present- 
ly outstanding stock) : 


Net Per 
Sales Net Inc. Share 
(Millions) 

ER es 4 elas on $81.5 $4.4 $0.96 
a cee? 122.0 7.5 1.82 
Re ees 152.2 6.7 1.62 
1068 .... .. 2232 9.2 2.32 
1944 ......... 386.6 15.3 4.08 
Re hc ais, ples 561.7 24.0 6.43 
er 643.9 49.1 13.64 


The manner in which the stock has responded to 
this phenomenal growth is familiar to all who have 
followed the market in liquor shares. The present 
stock at a 1946 high of 100 is equivalent to about 
285 for the shares of 1944, when about 1.2 million 
were outstanding. This price compares with a high 
of 1754 in 1941. Adjusted for the three splits that 
have ciate the stock has a range of 314 and 
614 for 1939, 256 and 51 for 1940, 3 and 614 for 
1941, 414 and 714 for 1942 and 67, and 155% for 
1943. On basis of present capitalization, therefore, 
it seems obvious that recent prices of the stock have 
been historically high. 

As mentioned previously, Schenley is a much dif- 
ferent organization now than it was six or seven 
years ago. Management made care- 
ful preparations for the emergency 
that developed when the United 
States became involved in world 
hostilities. Schenley not only un- 
dertook accumulation of extensive 
whiskey inventories but made plans 
to enter the wine business in an- 
ticipation of cessation of imports 
from Europe. Further diversifica- 
tion developed with acquisition of 
the Blatz Brewery of Milwaukee 
in 1943. 

Six years ago Cresta Blanca 
Wine Co., was purchased for about 
$300,000, while in 1942 Roma Wine 
Company and large inventories of 
Central Winery were purchased 
for more than $10 million. Expan- 
sion continued in recent years with 
purchases in Canada, in Puerto 
Rico and in Mexico. Importations 
from continental Europe have been 
resumed. 
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With the Blatz Brewery venture, the company 
became interested in production of penicillin, and 
output of this product in the last year was twelve 
times that of the preceding period. The company 
has successfully introduced to the pharmaceutical 
trade penicillin products in ointments and in tablet 
form. A start has been made on this drug for veterin- 
ary use for treatment of animal diseases. Construc- 
tion of a plant for production of penicillin is con- 
templated in France in line with a program for 
development of foreign sales. 


Byproduct Sales 


Schenley has made progress in production and 
distribution of livestock food. The residue of dis- 
tillers mash is rich in protein, and it has been learned 
that about seventeen pounds of such food may be 
recovered from fifty-six pounds of grain. Formerly 
the residue was dumped into nearby streams as 
waste. These byproducts are in urgent demand at 
present as a rich source of nutriments necessary for 
high production of milk and other dairy products. 

Research is continuing on an enlarged scale. Pro- 
duction of streptomycin has begun on a pilot plant 
scale. Another laboratory is working on a process 
for recovery of glutamic acid from by-products. 
Research also is progressing on conversion of by- 
products to foods for human consumption. 

Because of this exceptional growth, Schenley may 
be expected to maintain sales volume at levels well 
above pre-war experience. Although management 
problems have been intensified, indications point to 
benefits from diversification and earnings may be ex- 
pected to reflect the projected increase in sales. 
Moreover, customer relations have been strengthened 
by reason of the fact that Schenley’s extensive inven- 
tories enabled the company to supply larger quotas 
for taverns and retail stores in the war period when 
competitors’ stocks were (Please turn to page 450) 


SCHENLEY DISTILLERS SH 


= ee 
T . 


1939 1940 1941 1942 1943 1944 1948 
2 ° EA" 
= = é = 93 
tock Dir 





Opportunities... 





for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


.By JACKSON D. NORWOOD 


HE MaGaziINE oF WALL StREET’s Index of Bond 
Prices showed the following changes for the 
period indicated: 


On On 
Dec. 28 Jan. 4 
40 Domestic Corporates 116.8 1168 .. 
10 High Grade Rails 112.6 112.8 4 .2 
10 Second Grade Rails 253.4 254.7 11.3 
10 High Grade Utilities a | a 
10 High Grade Industrials 998 99.5 — 3 
10 Foreign Governments 128.5 127.8 — .7 


Negligible price changes in all groups of bonds, 
aside perhaps in the case of Second Grade Rails, 
were characteristic of the markets during the two 
weeks under review. Even the 1.3 point gain by the 
secondary rails could not be considered significant in 
view of the customary volatile action ordinarily 


demonstrated by this speculative division.| Prices for 
this group are still a full point below the level estab- 
lished on December 21, attesting to continued un- 
certainties as to the exent of earnings improvements 
likely to be achieved by individual roads during the 
coming year, despite the recent boost in freight 
rates. 
As a matter of fact, the bond market has exhibited 
a high degree of sluggishness for several weeks past, 
volume on one recent day falling to the lowest point 
since June 1946. As a rather spectacular and highly 
encouraging exception to the general rule, however, 
trading in American Telephone and Telegraph Co. 
convertible. debentures of 1961 captured the center 
of attraction. A single block of $6.8 million sold at 
11734 on one day recently, after which prices at 
the end of the week gradually hardened to 11834. 
The ease with which A. T. & T. has 





MAGAZINE OF WALL STREET BOND INDEXES 


AUG. 26, 1939 2100 


ry 


been able to liquidate on the open mar- 
ket the approximate $13 million bonds 
of this issue not taken by shareholders, 
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attests to the strong confidence in the 
company’s financing plans shared by a 
host of individual subscribers as well as 
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by large institutional investors. The 
big block of bonds mentioned above 
established an all time record on the 
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New York Stock Exchange as for size 
in a single transaction involving bonds 
in this classification. 
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Until the air clears during the time 
ahead as to many of the pending prob- 
lems remaining to be solved through- 








out the economy, and the effect of 
political activities by the new Congress 
boils down, it continues to be our opin- 
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ion that widespread purchases of bonds 
and preferred stocks by individual in- 
vestors had better be deferred for a 
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while yet. That is to say, while pur- 
chases at current price levels may 
proves satisfactory over a long term, we 
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think that by the use of wise selectivity better buy- 
ing opportunities may yet appear. Hence we con- 
tinue to advocate a cautious “wait and see” policy 
on the part of our readers. 

When it comes to steps taken by an individual 
investor to buy high grade bonds during 1947, the 
competition created by the banks and insurance com- 
panies creates a situation where the small buyer is 

ut at a disadvantage in hoping for an attractive 
yield. 47 of the large insurance concerns in 1946 
bought $6.5 billion securities for their portfolios, 
with industrial bonds accounting for $1.47 billion of 
the total. A repetition of buying on this scale during 
the current year would absorb a substantial portion 
of high grade industrial interest bearing obligations 
likely to come upon the market in 1946. And the 
banks, too, are hungry for prime investments yield- 
ing better than their tremendous holdings of Gov- 
ernments. 

As an indication of prospective new offerings of 
State and municipal 





ling $67.21 per share on this senior stock. This 
after setting aside $3.5 million as a special reserve 
against possible inventory declines. Working capital 
stands at $38.4 million, the current ratio is better 
than 3 to 1 and the company is out of debt to its 
banks. 


MISSOURI, KANSAS AND TEXAS RAILWAY first 
gold 4s due 1990, currently selling around 89 to 
yield 4.5% enjoy considerable investment attraction 
combined with no little speculative appeal. While 
now priced some 12 points below their 1946 high of 
101, however, it must be remembered that at one 
time last year their price declined to around 80. 
Such volatility attests to sensitiveness to unfavor- 
able interim earnings. Gross revenues of this road 
during 11 months ended November 30 dropped 
sharply to a level of $55.3 million against $78.3 in 
the same period of 1945. But this did not prevent 
net operating income from holding at $3.9 million 

or several times interest 





charges on these senior 





bonds in sight, it is 
reported that during 
1946 voters authorized 
a total of more than 
$1.9 billion issues of || Bonds: 

this kind, mostly in the |] Amer. & For. Pwr. Deb. 5's, 2030 
form of Veteran aids of 


Suggestions for Current Investment Funds 


howe «$108 $107 4.6% 
Boston & Albany R.R. Term. Imp. 4's, ‘78 .. 96 105 4.4 


liens. Approximately 
$30 million of the bonds 
are outstanding. Now 
that rates have been ad- 
vanced M.K.&T. should 
produce a better show- 


Recent Call Current 
Price Price Yield 







: y Missouri, Kan. & Tex. Ry. Ist 4's, "90 .............. 91 N.C. 4.4 : - A 
some kind. This com- || N. Pacific Ref. & Imp. 5's, C, 2047 ooo. 101 105* 4.9 ing as to operating in- 
1 ious Pittsburgh & W. Ca. Ist 4!/2's, 1958-60 .......... 92 102 49 i = 
ah with r bg Southern Pacific Deb. 4!/2's, 1981 ooo... 99 110 45 ae —- = a 
igh annual total oO Texas & Pacific Ry. Gen. & Ref. 3%, ‘85 ...... 103 205! 3.8 rent year, tor we roa 
$783 million way back serves a section of the 
in 1928. Preferred Stocks: country where traffic in 
Por Dry Goods. $F 2nd Pid. ........:..:.0ccccosssess $130 N.C. 5.4%, farm products, petro- 
aldwin Locomotive $2.10 Pfd. ooo... cece 41 $40 5.1 : 
CUDAHY PACKING Barker Bros. 4'/2% ($50 Par) Pfd. oo... 53 55 4.2 leum, cotton and coal 18 
COMPANY 414% cu- || Curtis Publishing $4 Prior Pfd. ccc 68 75 5.9 likely to be substantial. 
. ‘ ea q General Cigar 7% Cum. Pfd. .0.......eceeccceceeee: 160 N.C. 4.3 
mulative prefer red stock Goodyear Tire & Rub. $5 Cum. Cv. Pfd. ........ 106 105 4.7 
is worthy of considera- |] Lipton (Thos.) 6% Cum. Pfd. (Par $25) ....... 31 30 4.8 RADIO CORPORATION 
tion by investors seek- |} Pacific G. & E. 5/27% Cum. Ist Pfd. (Par $25) 36 N.C. 3.8 OF AMERICA 314% 
. ; tt . ee Stokley-Van Camp $1 Prior Pfd. ....... OE | 21 4.7 lakin Seed ses 
ing an attractive yielc Union Pacific 4% Non-Cum. Pfd. 0000.00.00... 107 N.C. 3.7 cumulative FS pre- 
along with strong fun- |} Virginian Rwy. 6% Cum. Pfd. (Par $25) ....... 39° s«NC. 3.9 ferred stock at recent 


damentals. At recent 


prices just under par, N.C.—Not Callable. 





*Not prior to July |, 1952. 


price around 77 yields 
414%, rather attrac- 











the senior stock of this 





—'| tive for an issue of this 





well ‘established meat 

packer has considerable in its favor. Although prior 
to the war years, the earnings record was spotty, a 
complete overhauling of the capital structure since 
then, plus able management, has created quite a new 
and better picture. As a result, debts and interest 
charges have been radically pruned, and at the 
same time operations have demonstrated marked im- 
provement all along the line. Outstanding ahead of 
the preferred are $14 million 3% first mortgage 
bonds due 1964, which at their peak sold as high as 
10314. The 100,000 shares of preferred outstand- 
ing replaced former issues of 6% and 7% preferred 
about a year and a half ago. For the last six years 
net earnings applicable to preferred dividends on 
the present preferred issue have averaged more than 
three times the necessary amount. For the fiscal 
year ended November 2, ‘1946, net earnings showed 
a surprising gain in view of the generally unsettled 
conditions in the industry during the year, equal- 
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class. 900,324 shares 
with no par value are outstanding and the company 
has no bonded debt, although it recently borrowed 
$10 million from banks for a one year term. For 
many years past earnings have consistently exceeded 
dividend requirements for this senior stock by a wide 
margin and the record has been marked by unusual 
stability. For nine months ended September 30, 
1946, after estimated adjustments for tax recov- 
eries to cover reconversion expenses, net applicable 
to the first preferred was reported as $9.13 per 
share, compared with $9.11 for the relative 1945 
period. As the dominant factor in the field of radio 
development, RCA has gained such a strong position 
in every branch of this growth industry that confi- 
dence in its well sustained earning power is well 
warranted. 


GOODYEAR TIRE & RUBBER COMPANY 5% cumu- 
latve preferred at re- (Please turn to page 456) 
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For the Record 


A popular market letter ob- 
serves that the back record favors 
some net rise in stock prices for 
the month of January by odds of 
about four to three. This column 
is not impressed. As bull markets 
usually last at least twice as long 
as bear mé@rkets, a long term rec- 
ord of market action would, in 
theory, favor advance in any 
month of the year by two to one. 
Moreover, a long term record of 
average performance in any one 
month naturally averages-out the 
all-important difference between 
bull and bear markets. There are 
only two periods of the year in 
which the seasonal bias in the av- 
erages has been consistent enough, 
in bull and bear markets, to war- 
rant being taken into account in 
speculative tactics—with due rec- 
ognition that even these are 


neither infallible nor precise in 
their timing. One is the “year- 
end rise,” the other is “the sum- 
mer rise.” The former did not 
amount to much this year, and is 
over. (If the market is rising 
when you read this, it will be due 
to something else; not seasonal 
tendencies.) The “summer rise” 
has usually begun in either June 
or July. It has “miss-fired” more 
often than the year-end rise. Us- 
ually, but not always, one of two 
things works in favor of it. (1) 
in bull-market years, the general 
optimism; (2) in bear-market 
years, the technical springboard 
set up by sharp decline in late 
winter and /or spring. 


Bear-Market Years 


Whatever may happen further 
along, 1947 has started as a bear- 
market year. Therefore, the rec- 








American Distilling Co. ..............:scssec 
Armour and Co. 





Champion Paper & Fibre ...................-.- 
Collins and Aikman 
Dayton Rubber Mfg. 
Grand Union 











Magnavox 
Norwalk Tire & Rubber. ..............-.:sc0ss0+ 
Rice-Stix Dry Goods 
Spalding (A. G.) and Bros. ................- 














INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1946 1945 
Year Sept. 30 $11.70 $3.47 
53 wks. Nov. 2 4.27 1.41 
28 wks. Nov. 10 2.22 76 
9 mos. Nov. 30 5.82 3.71 
Year Oct. 31 4.40 75 
9 mos. Nov. 30 5.21 2.42 
9 mos. Nov. 30 2.94 .78 
Year Sept. 30 2.25 95 
Year Nov. 30 10.39 3.80 
Year Oct. 31 2.82 1.84 
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ord of seasonal “habits”—with 
the exception of the two periods 
above referred to—may be of 
some significance only if deduced 
from former bear-market years. 
Taking bear markets of the last 
thirty years, there has been a de- 
cline in the second half of Jan- 
uary in the great majority of 
cases; while February, on an av- 
erage, has seen little change either 
way. Look out for March-April. 
In one, or both, the period has 


| nearly always been a “stinker” in 
| bear markets. Right now, so far 


as further intermediate recovery 
is concerned, the burden of proof 
is definitely on the market. On 
the other hand, the result of any 
extensive selling test within the 
next two to four months will bear 
close watching by those with re- 
serves awaiting opportune invest- 
ment. The averages should geo to 
new lows within that period, if 
they are going there. If they 
don’t, it can then be taken as rea- 
sonably probable that the bear 
market ended last October. 


Dividend Outlook 


In 1946 there were 519 divi- 
dends increased, against 137 in 
1945; 822 initial payments, 
against 366 last year; 1,384 ex- 
tras, against 1,013. It was a good 
dividend year, especially during 
the fourth quarter. However, as 
we had expected, a number of 
marginal companies, which had 
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found the going easy when war 
contracts were flooding the econ- 
omy, did not do so well in the 
transition to peace. Thus, there 
were 144 dividend omissions in 
1946, against only 10 in 1945. 
The chances are that aggregate 
1947 dividend payments will dif- 
fer little from those of 1946. 
They could be a little lower or a 
little higher depending on how 
managements “feel” about things 
next .November-December, for it 
is the year-end “extra” or “final” 
payments that make the biggest 
difference in the annual totals. If 
organized labor has had enough 
sense beaten into its head to avoid 
major strikes, the year will be 
much better than 1946 for auto- 
mobiles, building and most other 
durable-goods_ lines, implying 
higher dividends. The total will 
be somewhat lower in soft-goods 
lines, although the bigger, listed 
companies therein should readily 
be able to maintain present rates, 
which are generally conservative. 


Auto Parts Stocks 


On strict investment principles, 
the best automobile accessory 
stock is not as good as the best 
automobile stock, for the reason 
that the auto manufacturer is in 
the driver’s seat, able to shop 
around and drive hard bargains. 
But this reasoning is somewhat 
less pertinent than it used to be, 
both because the biggest auto 
makers have come around to a 
live-and-let-live philosophy for 
their suppliers and because the 
parts makers have become in- 
creasingly diversified and hence 
less dependent on any single big 
original equipment contract. So 
far as the next couple of years 
are concerned, it is this column’s 
opinion that the best-situated 
parts stocks have greater specu- 
lative attraction than General 
Motors or Chrysler on compara- 
tive earnings potentials. The two 
outstanding accessory stocks are, 
by a wide margin, Electric Auto- 
Lite and Borg-Warner. 


The Reasons Why 


As a:supplier to the motor in- 
dustry, Electric Auto-Lite holds 
a strong trade position, but: the 
exceptional plus-factor in its fa- 
vor is the large replacement: busi- 
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ness, covering a wide range of 
parts—mainly relating to igni- 
tion systems—and carried on 
through the largest and most ef- 
fective dealer set-up in the field, 
which is backed up by aggressive 
national advertising. Old cars will 
continue to be “nursed along” 
more than before the war, both 
because of the shortage of new 
cars and the high prices thereof. 
This is advantageous to Auto- 
Lite. So is active new car produc- 
tion, for that means good original- 
equipment business, plus future 
replacement business when these 
cars age and need repair parts. 
If the company is not again 
bogged down by strikes, as dur- 
ing the first half of last year, the 
writer would expect 1947 earn- 
ings around $9 a share, and a 
substantial rise in the present $3 
dividend rate. Around 59 at this 
writing, the stock appears likely 
to meet much above-average sup- 
port during the rest of the bear 
market, and should be among the 
leaders in the next major rise. 


Borg-Warner 


Borg-Warner’s strong point is 
the most solid trade position in 
the industry with respect to orig- 
inal equipment business, plus ex- 
ceptional diversification in house- 
hold appliances, plus .a substan- 
tial replacement-parts business, 
although the latter contributes a 
smaller percentage of profits than 
in the case of Auto-Lite. Earn- 
ings may rise to around $5 a 
share this year, against estimated 
$3 for 1946. There are 2,461,000 
shares, against only 1,196,000 for 
Auto-Lite. The stock usually is 


multiples of earnings. It is now 
around 45, with a secure $1.60 
dividend. Of the two, the Auto- 
Lite management may raise divi- 
dends most promptly as earnings 
justify it. 


Central Foundry 


As of this writing, Central 
Foundry has risen over 20% since 
this column called attention to its 
speculative possibilities in the is- 
sue of December 21. We doubt 
that it would keep going in the 
event of further general-market 
unsettlement and hence suggest 
that those interested in this spe- 
cial-situation speculation seek to 
buy it on recessions. On the other 
hand, if the potentialities in 
the company’s patented low-cost 
pipe-making machine are what 
they appear to be, there would 
seem to be no valid reason why the 
stock should break the bear-mar- 
ket low of 814% to date. 


Lehigh Portland Cement 


Reflecting strong improvement 
in earnings as building got under 
way, Lehigh Portland Cement 
raised its quarterly dividend rate 
from 25 cents a share to 3714 
last August and then jumped it 
to 621% cents in November. This 
is an annual rate of $2.50, the 
highest in the company’s history. 
(It paid that much per share 
once before, in 1929, but consid- 
erably fewer shares were then out- 
standing). There will be a fur- 
ther rise in profits this year, per- 
haps to around $4 a share. The 
policy has been to pay generous 
dividends promptly when earn- 
ings permitted, otherwise not— 















































a somewhat slower-mover than which is fair enough. Hence a 
Auto-Lite, and sells at higher (Continued on page 445) 
DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1946 1945 
Air Associates, Inc. Year Sept. 30 $ .76 $1.67 
Chain Belt Year Oct. 31 1.46 1.75 
Chicago & Northwestern Rwy. ............ 11 mos. Nov. 30 1.71 11.45 
Hayes Mfg. Year Sept. 30 24 -50 
Hoe (R.) & Co. A Year Sept. 30 4.65 5.90 
Pacific Tel. & Tel. Year Dec. 31 6.07 6.77 
Reliance Electric & Eng'g. .............-:0000++ Year Oct. 31 1.65 2.02 
Southern Rwy. 11 mos. Nov. 30 3.16 10.72 
Virginian Rwy. 11 mos. Nov. 30 1.03 2.45 
Washington Gas Light ...................:0000-2- 12 mos. Nov. 30 1.45 2.01 
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The Personal Service Department of THe Macazine or Wai Street will 
answer by mail or telegram. a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 
lowing conditions: 


1 


Give all necessary facts. but be brief. 


Confine your requests to three listed securities at reasonable intervals. 
No inquiry will be answered which dees not enclose stamped, self- 


addressed envelope. 


envelope. 


2. 
3. 
4. No inquiry will be answered which is mailed in our postpaid reply 
6. 


Special rates upon request for those requiring additional service. 





New Process Co. 


Please send me information as to in- 
come, dividends, financial condition and 
future outlook of New Process Co. 


B.H., Trenton, N. J. 


New Process Co. was founded 
in 1912. It is a mail order busi- 
ness specializing in wearing ap- 
parel, blankets and related lines. 
Headquarters and warehouses are 
located at Warren, Pa. 


Capitalization consists of 1498 
shares of 7% cumulative prefer- 
red ($100. par) and 79,824 
shares of common stock (no par) 
outstanding. Net sales for year 
ended December 31, 1945 
amounted to $6,492,001. and net 
income was $336,014., equal to 
$4.07 a common share. This com- 

ares with $3.15 in 1944 and 

3.80 in 1943. Balance sheet as 
of December 31, 1945 showed 
total current assets of $1,920,- 
464.; total current liabilities 
$545,802., leaving net working 
capital of $1,374,662. Equity 
per common share $26.01. Divi- 
dend payments in 1945 amounted 
to $3.00 a share and in 1946 in- 
creased very sharply to $11.25 a 
common share. While no earnings 
report for 1946 has been issued as 
yet, sales and profits are expected 
to show a sharp increase over 
1945 results. While outlook for 
1947 continues favorable, in- 
creased competition in the mail 
order field will probably narrow 
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profit margins. The stock is list- 
ed on the New York Curb Ex- 
change and recent market price 
of 95 is the highest level that this 
issue has reached in many years. 
The lowest in 1946 was 5434; the 
market range for 1936-45 has 
been high 48, low 18. 


Bond Stores 


Please furnish report on Bond Stores. 
T. V., Milwaukee, Wisc. 


Bond stores has an aggressive, 
capable management. Sales have 
expanded greatly the past year 
as evidenced by the 53.5% in- 
crease for the eleven months to 
November 30th, 1946. Sales 
totaled $65,697,220, the largest 
in company’s history. 

Business was originally estab- 
lished in 1915. Company manu- 
factures and retails through its 
own 59 stores men’s clothing, 
haberdashery, men’s furnishings, 
hats and shoes. 

When early in World War II, 
civilian sales of men’s clothing 
faced sharp curtailment due to 
sharp expansion of military 
forces, company entered the 
women’s wear field by manufac- 
turing and selling women’s man- 
tailored clothes. Recently, other 
articles of ladies’ wear have been 
added in some stores. 

Factories are located in Ro- 
chester, N. Y., Buffalo, N. Y. 
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and New Brunswick, N. J. Con- 
struction of an additional plant 
in Rochester is expected to about 
double production. Company also 
plans to open new stores and ex- 
pand present ones. Balance sheet 
as of December 31st, 1945, 
showed total current assets of 
$31,463,889; total current lia- 
bilities, $9,307,021; net working 
capital $22,156,868. 

Capitalization: Subsidiary 
mortgage, outstanding $3,517,- 
979. Entire preferred stock issue 
was redeemed July Ist, 1946. 
Common stock was split 2-for-1 
on June 26th, 1945. Increase of 
common shares authorized to 2,- 
500,000 shares and there are 
1,518,801 shares outstanding. 

Earnings for 1946 are expect- 
ed to show a very substantial in- 
crease over the $1.85 a share re- 
ported in 1945. Dividends. in- 
cluding extra totaled $2.00 per 
share for 1946. 

Intensified competition in 1947 
will probably narrow profit mar- 
gins, but increased production 
and aggressive merchandising 
through additional sales outlets, 
enhances long term outlook. 


International Railways of 
Central America 


Can you tell me a few things about In- 
ternational Railways of Central America? 
I am interested to know: 

1. Why preferred dividends were not 
paid fully during the past five years, 
except in 1946, even though earnings 
were several times dividend require- 
ments? 

2. At what rate will the arrears be paid 
off if earnings continue to be similar 
to those for 1945 and 1946? 

3. Does the common stock possess much 
leverage and do you consider it an 
attractive appreciation issue? 

4. Is air-freight likely to make inroads 
on this company’s traffic? 

5. Would you know what caused the 
common to drop 114 points to a new 
1946 low on Nov. 30th? 

Your advice will be appreciated. 

R. L., Albany, N. Y. 


The mileage of combined sys- 
tem of International Railways 
(Please turn to page 462) 
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SUMMARY 


MONEY AND CREDIT—Commercial paper rates con- 
tinue to harden. Reduction in Government deficit spend- 
ing cuts savings by individuals, but savings bonds sales 
topped cash-ins last year by $1 billion. Slash in luxury 
taxes and prospective heavy Government outlay for 
farm subsidies dim outlook for promised reduction in 
individual income taxes. 





TRADE—Department Store Sales in week ended Dec. 
28 show phenomenal increase over last year. Consumer 
expenditures and retail store sales last year at new all- 
time high. Retailers’ inventories in October were only 
104%, of sales; campared with 146%, in 1939; while ratio 
of inventories to sales for wholesalers in October was 
only 40%, against 65% in 1939. 


INDUSTRY—The Nation's physical volume of business 
activity at the close of 1946 was at the highest level in 
history. Gloomy Cassandras who look for business re- 
cession in 1947 are virtually unanimous in predicting 
record prosperity for heavy goods industries. Such fore- 
casts overlook the historic fact that there never has been 
a business depression in which the heavy industries were 
not hit hardest. 


COMMODITIES—Price changes were mixed since our 


last issue, with the averages slightly lower. Non-farm 








MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 
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aoa prices continue upward; but will also recede 
efore the year ends. 





In the closing week of 1946 this publication's index of 
Business Activity, which measures the National Gross 
Product on a quantity rather than dollar basis, rose to a 
new all-time high. This was in spite of the Freight Car 
Shortage, for which the O. D. T. sees no relief until 
1948, owing to inadequate allotments of steel for new 
equipment building. We are headed for even greater 
prosperity this year, granted freedom from paralyzing 
strikes. As to the latter, it is perhaps an encouraging 
omen that labor's demands upon the Meat Packing 
industry are being compromised this time without work 
stoppages. 

* * * 

Cash Dividends paid in October were 7.6% more 
liberal than in the like month of 1945. For the three- 
months’ period ended Oct. 31, the increase was 12.6% 
over the like interval in 1945, with trade disbursements 
up 43%; while only two groups paid smaller dividends— 
automobiles and communications, both strike-ridden in- 
dustries, with decreases of 23% and 4%, respectively. 

* * (* 


Department Store Sales in the week ended Dec. 28 
showed a phenomenal increase over the like week of 
1945. At New York City they were up 77%. A major 
portion of the extraordinary spurt, however, was ac- 
counted for by the circumstance that there was one 

(Please turn to following page) 
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Wk.or Wkor Year Pearl 
Date Month Month Ago _ Harbor PRESENT POSITICF-N AND OUTLOOK 
MILITARY EXPENDITURE (tf) $b Dec. 31 0.43 0.25 0.88 0.43 (Continued from page 441) 
Cumulative from Mid-1940.............. Dec. 31 347.6 347.1 323.2 14.3 senility tia alii: eae 
the corresponding week of 1945. 
PEDERAL GROSS DEBT—Sb Dec. 31 259.1 258.9 278.1 55.2 Ey ale 
Consumer Expenditures for goods and 

MONEY SUPPLY—Sb services last year reached a new all-time high 
Demand Deposits—!0! Cities........ Dec. 31 40.0 40.5 37.1 24.3 of $127 billion. Of this total, $96 billion was 
Currency in Circulation...........--0:00+ Dec. 31 29.0 29.2 28.5 10.7 | spent at retail stores—also a new all-time high, 

and 25% above 1945. Store sales of non-dura- 

BANK DEBITS—13-Week Avge. ble goods amounted to $77 billion, 20% above 
Dhow York Clty —Gb...ccssaccsscccsssnses Dec. 31 7.12 7.07 7.23 ~—«3,92_ | '945. Sales of durable goods, at $19 billion, 
100 Other Cities—$b..............cccccee Dec. 31 9.36 9.28 8.22 5.57 | were 66% ahead of 1945. 

* * * 

INCOME PAYMENTS—Sb (cd) Oct. 14.76 14.32 13.53 8.11 Expenditures for Clothing were $17.5 billion 
Salaries & Wages (cd).................. Oct. 9.24 9.14 8.67 — i” tee of $125 per igen compared 
Interest & Dividends (cd)... .......... Oct. 0.90 1.45 0.87 0.55 | with $115 in 1945 and $65 in 1941. Clothing 
Farm Marketing Income (ag)........ Oct. 3.44 2.01 2.37 1.21 | prices last year, however, averaged about 25% 
Includ'g Govt. Payments (ag)........ Oct. 3.45 3.02 2.47 1.28 | higher than in 1945 and 50% above 1941. 

* * * 

CIVILIAN EMPLOYMENT (cb) m Nov. 57.0 57.0 51.4 52.6 Owing to smaller deficit spending by the 

Agricultural Employment (cb)........ Nov. 79 8.6 8.4 8.9 Federal Government, Liquid Savings by indi- 
Employees, Manufacturing (Ib).. Nov. 15.0 14.8 13.1 13.8 viduals during the third quarter, according to 
Employees, Government (Ib)...... Nov. 5.3 5.4 5.6 4.6 the SEC, totaled only $4.3 billion—$I billion 

UNEMPLOYMENT (cb) m Nov. iy ay 1.7 3.4 less than in the like period last year. But even 

these reduced savings in three months were 

FACTORY EMPLOYMENT (Ib4) Oct. 147 147 128 147 more than for any full pre-war year. Net Liquid 
RaarRbde OOS 5-5. .nn0 sons sscssssescencens Oct. 170 169 143 175 Savings consist of increased holdings of cash, 
Non-Durable Goods ...............-:-000+- Oct. 129 129 116 123 bank deposits, securities, insurance, and invest- 

FACTORY PAYROLLS (Ib4) Oct. 286 284 223 198 ments in savings and loan associations; less in- 

creases in mortgage and other indebtedness. 

FACTORY HOURS & WAGES (ib) “en a ” , . rn 
ho fide ke TT Sept. 40.3 40.5 41.4 40.3 e Commerce Departmen as just com- 
Hourly Wage (cents) .............06. Sept, 112.6 he 98.7 78.1 pleted a tabulation of total Business Sales, 
Weekly Wage ($)..........:.cccccseseees Sept. 45.41 44.98 40.87 31.79 | expressed in dollars per month, from 1940 to 

Oct., 1946. Comparing inventories with sales 

PRICES—Wholesale (ib2) Dec. 28 139.6 139.8 107.0 92.2 it develops that, for the month of October, 

JSS EE (215 peers theresa qromenee Oct. 167.0 164.3 141.8 116.2 | total business Inventories last year were only 
98°%, of sales, compared with 102% in 1945, 

COST OF LIVING (Ib3) Nov, 1s 149 129 1102 118% in 1941 and Mei —— 
aye Spat <i 8 a on A Manufacturers’ Inventories last Oct. were 
ee ew, 109 109 108 107.8 | only '57% of sales; compared with 161% in 

; ; 1945, 161% in 1941 and 178% in 1939. 
Wholesalers’ Inventories were only 40% of 

RETAIL TRADE $b sales last October; compared with 44% in 

sy ne say Paes cts Man o rp - ae pee 1945, 55%, in 1941 and 65% in 1939. Retail- 
i ew Oct. 6.90 6.48 5.98 3.58 | ers’ Inventories were 104%, of sales last Oc- 
Dep't Store Sales (mrb) ...... poets coc Oct. 0.82 0.76 0.61 0.40 | tober; against 95% in 1945, 144% in 1941 and 
Retail Sales Credit, End Mo. (rb2) Oct. 3.86 3.68 2.42 5.46 | 146% in 1939. These ratios afford striking 
evidence that inventories at the present time, 

MANUFACTURERS’ though inflated in price, are at extremely con- 
New Orders (cd2)—Total .............. Oct. 229 228 180 18! servative levels in actual quantity. 

Durable Goods .0........ccecsces seeeee Oct. 246 254 160 221 * * * 
Non-Durable Good Oct. 219 213 130 157 The Labor Bureau reports that $314 billion 
a a ee mang oapprenetsenerttee 8 os or oe ad were spent on construction of new Housing 
Non-Durable Goods ............s00+ r 236 228 205 158 during + first weg — of oe 
amount for any like period since the 1920s. 
Duri the Il-months' interval, 340,700 
BUSINESS INVENTORIES, End Mo. ee ee “i 
permanent dwellings were completed and 366,- 
Total (cd)—$b Oct. 34.0 32.4 27.4 26.7 400 d ; 
Manufacturers’ Oct. 19.6 18.9 = 165 15.2 ee er 
Wholesalers’ Oct. 5.3 5.0 4.1 4.3 AE 
Retailers’ ... Oct. 9.1 8.5 68 72 The Commerce Department predicts that 
Dept. Store Stocks (mrb)................ Oct. 2.1 2.0 1.5 1.4 Construction work in 1947 will reach a record 
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Production and Transportation 



























































1935-9—100. 
tons. 
Without compensation for population growth. 
ment and Charge accounts. 


lb—Labor Bureau. 
m—Millions. 


st—Short tons. 


pe—Per capita basis. 
t—Thousands. 


cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. 
Ib2—Labor Bureau, 1926—100. 


en—Engineering News-Record. 
lb3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. tH—iLong 
mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board data. 
th—Federal Reserve Board. 


Latest Previous Pre- 
Wk.or Wkhor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—i—pc Dec. 28 161.6 158.6 149.8 141.8 oe ? A i 
A ee ee Dec. 28 176.8 173.6 162.3 1465 | total of $22 eran of yee — yen 
; count for about 40%, or $8.8 billion, providing 
— sisson ° — pe i fe Hs 1,000,000 new houses and apartments. Associ- 
Sills Gok We. ................ ig. 214 213 191 215 ated General Contractors of America, Inc., 
Non-Durable Goods, Mfr....... ..... Nov. 171 168 158 141 representing 4,000 building firms, places the 
CARLOADINGS—t—Total Dec.28 628 836 506 833 aiglbieapsaelinse leashes UP ani a2 ay 
Manufactures & Miscellaneous.....| Dec.28 287 373 235 379 in new construction and the rest in long de- 
Warnes AEs Ci ccscessesecastaxssceicapicvcbes Dec. 28 98 123 88 156 layed repair and maintenance work. 
MEME es oes cies cd. ceererosa storied atresia cuasse Dec. 28 45 53 35 43 * ¢ * 
ELEC. POWER Output (Kw.H.Jm| Dec.28 4,442 4,940 3,759 «3,267 The Government's gaaqeem to geavide: Hamas 
for Veterans has failed largely because the 
SOFT seg Prod. (st) m Dec. 28 9.1 13.1 7.2 10.8 great majority of G. I.'s can not afford to buy 
Stocks, End Mower | Oct “S61 “saa “4.0 “erg | & $10:000 house. Mortgage retirement, taxes, 
enema : : é : : insurance, maintenance and heating come to 
PETROLEUM— (bbis.) m about $96 a month. This calls for a weekly 
+ sa Mag =e Daily i = Pw a a Pg income of around $90; but a Commerce De- 
Fuel Oil Stocks... .cccccscsnssoneeseen Dec. 28 53 54 42 94 partment Survey discloses that the average in- 
Heating Oil Stocks... eee Dec. 28 59 él 36 55 comes of Veterans willing to buy a home is 
LUMBER, Prod. (bd. ##.) m mae - lUuelhlUe Lm 
Stocks, End. Mo. (bd. ft.) b.......... Oct. 4.4 4.1 3.8 12.6 
STEEL INGOT PROD. (st.) D A slash of $1.5 billion in luxury taxes be- 
_ acl sad lg lt lal Dee. 6.860707 74:7_| Sitting with the next fixcal year and prospec- 
—_—— : : : : . tive heavy Government outlay on farm prod- 
eye —e a" a - a “ ucts subsidies dim the outlook for large cuts in 
en m ec. «sea P 
Cumulative from Jan. ccc Dec.31 5,262 5,200 2,370 5,692 a a oe ie near See. 
e Senate will oppose such. 
MISCELLANEOUS * * * 
Paperboard, New Orders (st)t...... Dec. 28 100 144 97 165 ° ? - , 
U.S. Newsprint Consumption (st)t+ Nov. 411 412 333 352 Forecasts of bs Business Recession (2) in 
Do., Stocks, End Mo. (mpt) (st}t Nov. 343 348 418 523 1947, along with record prosperity for the 
Wood Pulp Stocks, End Mo. (st)M Oct. 7I 72 65 98 heavy goods industries, are self contradictory. 
bags 4 nominee (tax gals.)m .. = re" = ie We couldn't have boil: 
o., Domestic Sales ...............00 iets : ; ‘ 3 : 
ag—Agriculture Dep't. b—Billions. cbh—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't. Avge. Month 1939—100. 


|I—Seasonably adjusted Index. 


np— 
rb2—Federal Reserve Board, instal- 


tf—Treastury and Reconstruction Finance Corp. 
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No. of 1946 Indexes ———— | (Nov. 14, 1936, Cl—100) High Low Dec.28 Dec. 31 
Issues (1925 Close—100) High Low Dec.28 Dec.3! | 100 HIGH PRICED STOCKS... 112.55 80.46 86.47 86.70 
300 COMBINED AVERAGE .... 191.7 129.8 138.5 138.6 100 LOW PRICED STOCKS.... 247.97 156.49 163.20 162.87 
4 Agricultural Implements .. 265.7 149.5 162.0 161.8 6 Investment Trusts . 84.1 55.1 57.6 58.8 
11 Aircraft (1927 Cl—I00).. 284.4 153.7 159.8 157.1 3 Liquor (1927 Cl.—I00).... 1479.8 858.3 949.9 933.6 
6 Air Lines (1934 Cl—100) 1208.6 558.6 586.2 576.9 8 Machinery... eee 206.4 130.5 147.6 148.0 
5 Amusement ou... ceecceee 218.6 143.3 145.0 143.3a 3 Mail Order . 206.3 116.8 122.0 121.8 
15 Automobile Accessories... 336.2 181.0 203.7 202.9 3 Meat Packing 132.7 92.4 103.5 102.9 
Il Automobiles ............0000.. 62.2 33.5 35.3 35.3 13 Metals, non-Ferrous 299.7 176.3 188.8 187.9 
3 Baking (1926 Cl.—100).... 26.0 20.2 22.9 23.1 3 Paper 44.0 327 39.3 39.6 
3 Business Machines ............ 360.3 255.1 285.0 286.7 ZS Petroleum — «....:<0:..000:- 227.0 169.9 182.0 182.6 
2 Bus Lines (1926 Cl—100) 229.9 155.6 162.5 161.5 20 Public Utilities 2... 20000000... 165.5 111.5 127.0 128.8 
A Camicale. .cexcsssescscsctsetictes 290.2 214.1 233.3 234.8 5 Radio (1927 Cl—100).... 42.0 19.2 19.6 19.2¢ 
DECOM WAUNING: <cscssssscsscsesnesss 32.4 17.7 17.7a 17.9 8 Railroad Equipment .......... 110.6 63.4 71.1 71.0 
4 Communication .................. 99.7 51.6 55.6 54.6 22 Railroads ....... Ute 40.8 22.5 25.1 24.2 
NS COMSHUCHON) -.is.sesscscevesevisees 85.1 56.1 62.9 64.3 Key See 56.7 25.6 27.5 25.6a 
AGS OPN AAO EG oooh cs sscoscaccieces 462.6 315.5 340.2 339.6 2 Shipbuilding: .....0.:....csicsssis 178.8 102.1 106.2 107.0 
8 Copper & Brass ................ 141.8 95.1 108.5 110.2 Pe Sn TNR ss sccscenascevoviceevscss 647.0 446.0 471.7 482.7 
2 Dairy Products ................. 81.5 64.6 68.3 69.6 '2 Stash & fren «..:.-...0:.:.-:... (493 106.9 111.5 112.0 
5 Department Stores. .......... 132.9 FEZ 76.7 76.4 3 Sugar ....... 88.9 62.1 68.6 68.2 
5 Drugs & Toilet Articles .... 277.4 194.8 220.9 221.0 7 LCOS) eee ae eee 295.3 236.9 244.4 243.1 
2 Finance Companies .......... 313.9 203.6 240.5 247.9 Ell so. PR ERE 189.7 126.7 135.3 132.8 
7 Food Brands. ..ncsicciceiesssesosse 236.4 177.2 185.6 185.4 3 Tires & Rubber 200... 51.9 35.3 36.8 37.3 
PAGO TSROROE! 6.0 2ecsscckinsctsicis 100.3 69.7 73.3 72.9 SP ROMINC EG oc cccschsécsusctacctsceveccs 99.6 76.6 83.8 84.2 
SS GMENIRUEG Yo asesespiccsseccevosesscsess 125.8 77.5 86.7 87.6 2 Variety Stores 00.0000... 399.3 299.4 314.0 310.2 
3'Gold Mining) 3sé......:.0.3.:. 1346.1 763.6 778.5 763.6a 18 Unclass. (1945 Cl.—100).. 116.1 83.1 87.2 87.4 











New LOW since: a—1945; c—1943. 
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Trend of Commodities 


















The closing fortnight of 1946 witnessed mild strengthen- 
ing in commodity futures, accompanied by slightly lower 

rices in the spot markets. As measured by the Labor 
Riceie’s comprehensive index of wholesale prices, farm 
products advanced 23% during the second half of 1946, 
28%, on the year, 72% since Pearl Harbor and 97%, since 
the outbreak of war in Europe. In other words, nearly a 
quarter of the 7!/, years’ aa te took place during the 
six months following decontrol of prices. Unless Congress 
decides otherwise, the timing of President Truman's proc- 
lamation terminating the period of hostilities obligates the 
Government to support farm products prices at 90% of 
parity (92.5%, for cotton) until 1949. Had he waited two 
days, support would have been obligatory until 1950. 
Officials are worrying about the expense of this program. 


It could cost the Government billions a year, unless un. 
popular crop control regulations are resurrected. Even 
then, it's already too late to cut this year's promised 
bumper crops without burning wheat and killing little pigs 
again, which would be bad politics. The B. A. E, thinks that 
wheat, corn, cotton, peanuts and eggs—and possibly dried 
beans, flue-cured and burley tobacco—will require sup- 
port sometime in 1947. To put a floor under the price of 
wheat alone might cost the Government around $500 mil- 
lion. Props under last year's potato crop cost $80 million 
for spuds that were just left to rot in the ground. To help 
move this year's record wheat crop the I. C. C. has just 
ordered the railroads to give priority to shipments of ex- 
port wheat, 









































































































































Date 2Wk. | Mo. 3 Mo.6 Mo. 1 Yr. Dec. 6 
Dec.31 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities 303.7 300.1 297.5 243.2 196.3 187.1 156.9 
'1 Import Commodities ... 289.3 289.0 286.4 225.7 171.9 168.9 157.5 
17 Domestic Commodities.. 313.2 307.4 304.9 255.2 217.6 200.1 156.6 


WHOLESALE COMMODITY PRICES 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODIES 
Spot Market Prices — August 1939, equal 100 


Date 2Wk. | Mo. 3 Mo.6 Mo. I Yr. Dec. 6 
Dec.31 Ago Ago Ago Ago Ago 194! 
7 Domestic Agriculture .... 303.7 316.2 310.9 292.7 256.5 233.7 163.9 
12 Foodstuffs 361.5 363.8 359.8 303.4 226.8 213.2 169.2 
16 Raw Industrials 266.3 259.4 257.6 205.8 179.1 169.7 148.2 





RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1946 1945 1944 1943 1941 1939 1938 1937 
High ........ 128.8 95.8 945 92.9 85.7 783 658 93.8 
ME eaisesces 95.5 936 91.8 89.3 743 61.6 57.5 64.7 


COMMODITY FUTURES INDEX 
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DOW-JONES 
COMMODITIES INDEX 




















Average 1924-26 equals 100 


1946 1945 1944 1943 1941 1939 1938 1937 
High ...... 127.07 106.41 98.13 96.57 84.60 64.67 54.95 82.44 
Low ....... 104.21 93.90 92.44 88.45 55.45 46.59 45.03 52.03 
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For Profit and Income 
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(Continued from page 439) 





dividend of as much as $3 seems 
possible. On a yield basis (5.8% 
on the present $2.50 dividend 
rate) the stock, around 43, is one 
of the most reasonably priced of 
the better-grade building equities. 









American Gas & Electric 






In its simplification plan, Elec- 
tric Bond & Share will dispose of 
its large common stock holding 
(over 800,000 shares) of Amer- 
ican Gas & Electric, by offering 
rights to subscribe to it to E. B. 
& S. stockholders. To date of the 
offering has yet to be decided. It 
will be on a basis of one share of 
American Gas & Electric for each 
16 shares of E. B. & S. held, at a 
price $7 a share under the mar- 
ket for American Gas at the of- 
fering time. The offering involves 
over 18% of total outstanding 
stock of American Gas & Electric. 
In view of the speculative char- 
acter and low price of Electric 
}Bond & Share, it is open to ques- 
tion how well the offering will be 
absorbed. In any event, it will be 
a weight on the market for A. G. 
& E., and may tend to depress it. 
The latter is technically a holding 
company but can easily comply 
with SEC integration require- 
ments and will retain the heart of 
its electric system, stretching 
from Virginia to Michigan. The 
stock is on the equivalent of a 
$2.35 dividend ($2 regular plus 
35-cent year-end extra) — the 
highest in the company’s history. 
It probably will pay the same 
amount in.1947. The long term 
dividend record has been excel- 
lent. At 42, as’we write this, the 
stock’s current yield is 5.6%. 
Here is a situation which con- 
servative investors, interested in 
good and secure income return, 
should watch. If the stock sells 
off on the Electric Bond & Share 
offering, it might become avail- 
able on an outstandingly attrac- 
tive yield basis. 













































Convertible Preferreds 





Usually, this writer is not keen 
about convertible preferred stocks. 
Those of best quality offer small 







yields. If the yield looks good, 
the issue is speculative. If the 
market goes down, the latter also 
slide; and it is onlly partial con- 
solation that such a stock will go 
off less than the common stock 
into which it is convertible. Given 
a market rise, the convertible pre- 
ferred will go up less than the 
common. Despite all this, there 
are times when well-chosen con- 
vertibles may be a_ worthwhile 
hedge-investment; and this might 
be one of those times. We have 
in mind that the bear market 
could possibly be over for stocks 
in some industries. Specifically, 
the Atlantic Refining, Kimberly- 
Clark and MHoudaille - Hershey 
convertible preferreds—at yields 
of 3.7%, 3.8% and 4.5%, re- 
spectively—look interesting. So 
does the more speculative Colo- 
rado Fuel & Iron convertible, on 
a 5.6% yield basis. 





Earnings Prospects for 
Bank Shares 





(Continued from page 423) 
ratio of capital assets to deposits 
should shrink below normal 
standards. In order to build up 
capital funds, however, most 
banks were highly conservative 
in their dividend distributions, 
although as the war drew near 
its close, many strong institu- 
tions began to be more liberal 
with their shareholders. Hence- 
forth it is quite possible that this 
trend may continue at a faster 
pace. To illustrate the potentials 
in this direction, the national 
banks during the first half of 
1946 distributed only 2714% of 
their earnings for the period, re- 
taining 7214 % to bolster surplus 
and reserves. Despite this prac- 
tice by which capital assets have 
been steadily enlarged during 
the past five years, prices for 
bank shares generally have not 
increased to a point where the 
yield has become unattractive 
compared with those on prime in- 
dustrial stocks. With a return 
to normal conditions, it would 
seem reasonable to suppose that 
banks still aiming to pile up capi- 
tal assets would tend to sell more 
capital stock rather than to rely 
exclusively upon accumulated 
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SCHENLEY DISTILLERS CORPORATION 
NOTE—From time to time, inthis space, 
there will appear an advertisement which 
we hope will be of interest to our fellow 
Americans. This is number 153 of a 
series. 

SCHENLEY DISTILLERS CORP. 





“Astronomic’ Arithmetic! 


By MARK MERIT 


Were it not for the fact that the 
human mind has developed a tolerance 
for figures, it could not accommodate 
itself to comprehension of the vast 
“arithmetic” it has had to “digest” 
since the beginning of the war. This 
was our re-action to a sheaf of figures 
which tells the story of tax collection 


| by the Alcoholic Beverage Industry 


since the beginning of Repeal—13 years 
ago. We think you, too, will be inter- 
ested in the story because it actually 
concerns every man, woman, and child 
in the United States. 

So we'll begin by informing you 
that the amount of Federal, State, and 
Local taxes collected from the sale of 
all alcoholic beverages for the past 13 
years (since Repeal), was equal to an 
amount sufficient to defray the entire 
cost of the Federal Government for the 
first 120 years of its existence, or to be 
more exact, from 1789 to 1909. The 
amount? Twenty-one Billion Dollars! 

Now let’s look at 1946 alone—and 
another comparison. The Federal taxes 
collected in 1946 (state, county and 
municipal taxes not included) from the 
sale of alcoholic beverages amounted 
to over 2% Billion dollars—more than 
enough to pay for the Atomic Bomb 
Project! 

And please remember that of the 
of 21 Billion dollars in taxes 
collected since Repeal, about 6% Bil- 
lion went to the various States, Coun- 
ties and Municipalities. The Federal 
Revenues go to defray the expenses of 
our National Government. The States’ 
and other taxes go into the general 
States’ funds and the money is vari- 
ously earmarked to defray the cost of 
Education, Public Welfare, Old Age 
Pensions, Aid to Crippled Children, and 
in some instances it results in the re- 
duction of property taxes. 


The amount of taxes then, collected 
from the sale of alcoholic beverages 
such as distilled spirits, beer, wine, 
ete.—is the largest with the exception 
of the Federal income tax—more than 
twice as much as is collected from the 
sale of any other industry’s products. 


It is not difficult to realize the in- 
escapably heavier income tax we would 
all have to pay, whether we partake of 
alcoholic beverages or not—if the 
equivalent of the huge revenue now 
going to the Government, went into the 
long pockets of the boot-legger, as it 
did in that late lamentable period, care- 
lessly termed “Prohibition”! 


FREE — 96-PAGE BOOK —Send a post- 
card or letter to MARK MERIT OF 
SCHENLEY DISTILLERS CORP., Dept. 15A, 
350 Fifth Ave., N. Y. 1, and you will re- 
ceive a 96-page book containing reprints 
of earlier articles on various subjects. 
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REFINERIES 





Gulf Oil Corporation 


Quality Petroleym Products 


New York 
Philadelphia 
Pittsburgh 
Toledo 
Cincinnati 
Port Arthur 
Fort Worth 
Sweetwater 


DIVISION 
SALES OFFICES 


Boston 

New York 
Philadelphia 
Pittsburgh 
Atlanta 

New Orleans 
Houston 
Louisville 
Toledo 





























Sulphur Serves 
Industry 


As American industry geared 
to peacetime production dur- 
ing 1946, SULPHUR contrib- 
uted to the manufacture of 
hundreds of products, both 
familiar and new. 


Record tonnages_ were 
shipped from Gulf Coast 
SULPHUR mines for use in 
such key industries as ferti- 
lizer, steel, rubber, paper, 
rayon, petroleum and chemi- 
cals) SULPHUR helped meet 
the needs of the public from 
sulfa drugs to locomotives. 


Today SULHP UR stands 
ready to perform the many 
industrial roles and to fill the 
new demands which 1947 will 
bring. Production and _ stocks 
of this basic mineral are 
ample for the task ahead. 


FREEPORT. SULPHUR 


COMPANY 


Offices 


122 E, 42nd St.,.New York 17, N. Y. 


Mines 
Louisiana Texas 




















earnings. In the past such pro- 
cedure has often brought valu- 
able subscription rights to the 
fore, while to make the offerings 
more attractive dividend policies 
have usually been liberalized. 
There seem to be good grounds 
for expecting higher dividend 
rates upon bank shares as time 
passes, with a good chance that 
the trend may begin to be expres- 
sive during 1947. Be that as # 
may, investors of even moderate 
means are displaying sound 
judgment when they carry care- 
fully selected bank shares for a 
portion of their portfolios. Many 
strong banks can be found which 
during the most depressed 
periods have never failed to con- 
tinue their dividend payments, in 
some instances for many decades 
past. 

On an appended table we have 
selected a number of banks merit- 
ing the further study of inves- 
tors. While lack of space pre- 
cludes individual analysis of these 
by us, the relative: figures shown 
may serve as a stepping stone for 
investigation by our readers. 





Pennsylvania 
Power & Light 


COMMON STOCK 


Analysis on request 


Josephthal & Co. 


Members New York Stock Exchange 
New York Curb Exchange 
and other Exchanges 


{20 Broadway, New York 5 


Telephone: REctor 2-5000 





19 Congress St., Boston 9 
Telephone: Lafayette 4620 


814 East Main Sti, 
Lock. Haven, ;Pa.:::-» 
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Keeping A breast of Judustrial 
¢ and Company News - 





General optimism continues to color the outlook for the business world as the 
New Year begins, but with opinion still divided as to whether volume and profits 
will quite hold the gains registered during the year just closed. Too many readjust— 
ments remain to be made in the realms of labor relations, prices and inventories to 
assure complete confidence as yet. 


Thomas I. Parkinson, president of the Equitable Life Assurance Society of 
the U.S., is quoted as seeing no probability or even possibility of a real depression 
in the near future. That is, unless business men are so foolish as to raise fears of 
@ recession, thus tending to destroy public confidence in themelves, labor relations 
and the Government. 








Regardless of a general downtrend during recent months in totals of accumu— 
lated savings, the National Association of Mutual Savings Banks reports that they 
now have 17 1/2 million depositors, about a million more than on V. J. Day. Better 
yet, total savings of this kind now stand at $17 billion, the highest point in history. 





Outlook for the next six months, at least, is considered highly satisfactory 
by J. Spencer Love, president of Burlington Mills Corporation. Removal of Government 
restrictions, along with high prices for competitive fibers, has proven constructive, 
he states. As yet it is impossible to foretell when supply and demand will reach a 
balance. 








Under modern conditions a lot of capital as well as courage is needed to 
start a new and large scale enterprise. Kaiser-—Frazer Corporation during its first 
ten months chalked up a net loss of $14.2 million as it was able to produce only 12,000 
cars during this period. But between this concern and Graham—Paige orders for more 
than 1 million cars are reported on the books. And under current tax laws any 1946 
deficit can be applied against 1947 earnings. This concern has just upped the price 
of its cars for the second time. 








Despite all its 1946 troubles, General Motors Corporation turned out what 
most manufacturers would consider a sizable total of products. 827,829 passenger 
cars and 306,436 trucks rolled off from its assembly floors. To match 1941 records, 
however, GM must make about 1 million more passenger cars and 130,000 more trucks in 
1947. Granted no labor fights and plenty of materials, the company could well make 
the grade and probably then some. 





World output of natural rubber is expected to soon reach about 1,200,000 
tons, according to P. W. Litchfield, Chairman of Goodyear Tire & Rubber Co. This 
would in the natural order of things bring about a lower price for both crude rubber 
and the synthetic competitor later in 1947, in his opinion, for output of both kinds 
would be about equal and exceed demand together. 





A. E. Staley Manufacturing Company has landed a big order for soy bean flour 
from the British Ministry of Foods. 2.9 million pounds are involved, and with char-— 
acteristic American efficiency the shipment is already on the high seas. The British 
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will use this special flour to mix with others in order to enrich bakery and macaroni 
products. 


The American rug and carpet industry anticipates the production of the 
largest volume of soft floor coverings in its long history during 1947, says James 
De Camp Wise, president of Bigelow-Sanford Carpet Co. Items of this kind@-in hotels, 
offices and homes have become sadly worn out during the past five years, aside from 
the increasing demand from new home owners. 








Expansion of pipelines promises to keep the pipe manufacturers exceedingly 
busy for some time to come. For example, Consolidated Steel Corporation of Los 
Angeles has just been awarded a $2.5 million contract for 100 miles of 26 inch pipe 
by El Paso Natural Gas Co. This in addition to a previous order for 214 miles more 
of pipe from the same source. And by the time the buyer gets through it will require 
pipe for another 900 miles to complete its present program. Whbo will get this busi- 
ness is not known yet. 








By the way, the much discussed Big Inch and Little Inch Pipelines, recently 
than 100 million cubic feet of gas daily now, @ big aid to customers as remote as in 
seven big Mid West States. Very shortly output will be boosted by 50%, the limit 
without compression. With the latter aid as much as 400 million cubic feet daily 
could be delivered. 


Under the new provisions of the New York State insurance law, an interesting 
outlet for insurance company funds has been opened up, through direct ownership of 
income producing commercial real estate. This will prove a boon to the insurance 
companies, now hard pressed to find safe investments yielding 3% or more. 





Among the first to take advantage of the opportunity, the New York Life 
Insurance Co. has agreed to take title to some $10 million plants under construction 
by or to be built for the Continental Can Co., and to lease them to this concern for a 
term of years. By this process, industry can be relieved of many new capital prob-— 
lems while the insurance companies also benefit decidedly. 





Within a year from now the Chicago, Indianapolis & Louisville Railway Co. 
expects to have none but Diesel motored engines on its tracks. Extensive tests have 
indicated that by adoption of such a policy the Monon will stand to save 48% on fuel 
costs and 60% in locomotive repairs, it is claimed. The company has just accepted 
delivery of six Diesels built for it by a leading manufacturer. 





Orders for stainless steel trailer trucks continue to pour in upon Fruehauf 
Trailer Com » according to reports. 810 of these vehicles have been contracted 
for by four large trucking concerns recently, bolstering still higher the already big 
backlog of orders on the books of this dynamic concern. 


a eee 


tomers of the gas utilities reached a record high of 20.8 million in 1946, 2.4% more 
than in 1945. Total industry revenues rose 4% above the level of the previous year to 
more than $1.2 billion. Nearly 9.4 million consumers bought natural gas against 8.9 
million buyers of the manufactured variety. And in the rural districts 3 million 
users of liquefied petroleum gas remote from pipelines bought their requirements in 
containers. 


To raise tin production in the Dutch East Indies to prewar levels, the Dutch 
are building six superdredges and have bought two more from Bucyrus—Erie Co. in this 
country. These giant dredges cost about $2 million each. 
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OF NEW YORK 


Head Office - 55 WALL STREET 


THE NATIONAL CITY BANK 


New York 





Condensed Statement of Condition as of December 31, 1946 


Including Domestic and Foreign Branches But Not Including The Affiliated City Bank Farmers Trust Company 














ASSETS 
Cash and Due from Banks and Bankers....... $1,296,000,976 
United States Government Obligations (Direct 

or Bully Guaranteed)... 2 occ occ cane nwees 2,188,205,130 
Obligations of Other Federal Agencies IIIS; FEZ 
State and Municipal Securities... _ 186,734,856 
Other SeCUTICER’. < kie oih c Fok dw adn ada 101,029,479 
Loans, Discounts, and Bankers’ Accertances... 1,093,944,555 
Real Estate Loans and Securities... ee 3,346,134 
Customers’ Liability for Acceptances. ....... 12,759,386 
Stock in Federal Reserve Bank.............. 6,900,000 
Ownership of International Eanking Corpora- 

CIO a ena arenes beet ey a LL Sawere eee REE 7,000,000 
ESAREDONNIGES 6. so Sees 5 bs ct wee een 29,280,431 
Items in Transit with Branches. ............. 15,021,205 
Other AScOte ss ones Sesion ond oe news OSs 2.159,803 

LI CY SS ae eT TOL ea £4,977,735,667 
LIADILITIES 
Pogue is oe eet cee eee has $4,664,102 ,604 

(Includes United States War 

Loan Deposit $98,257,569) 

Liability on Acceptances and Bills. . $15,975,382 
Less: Own Acceptances in Port- 
| £0.) C3) BREA ene Ie ee 2,193,999 13,781,383 
Reserves for: 
Unearned Discount and Other Unearned 
LT O25 179 (a ee nee 4,147,064 

Interest, Taxes, Other Accrued Expenses, etc. 31,520,002 

NESE VRFGRESBT GN 550 Sse ook oe ees gee kere ack 4,650,000 
Oto) (| i ee rarirnre ene 71778010 010) 

SUSDIUG. 655. os ct dns vb che were e eGR DOMROOO 
Undivided: Profits. ..............« 29,534,614 259,534,614 








EE ad re ect Sh aGue ty vee auc $4,977,735 ,667 


Figures of Foreign Pranches are included as of December 23, 1946, except 
those of the Dairen Eranch which are rfrior to the outbreak of the War, 
but less reserves. 
$376,317,672 of United States Government Obligations and $1.712,449 of 
other assets are deposited to secure $318.115,058 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 


(1n Dollars Only— Cents Omitted ) 
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Anaconda, for many years, has been this country’s largest refiner of 
zinc. Its two Montana plants, at Great Falls and Anaconda, produce 
by the electrolytic process “High Grade” and “99.99% pure Special 
High Grade” Zinc. This process, in conjunction with “selective 
flotation,” made possible the economic treatment of complex lead- 
zinc ores, greatly enhancing the mineral resources of the West. 


A major use of Anaconda Zinc is for brass and other copper 
base alloys such as are fabricated by The American Brass Company, 
a subsidiary of Anaconda, and industry’s principal supplier. Brass 
alloys contain from 5% to 40% zinc and, because they can be so 
readily worked by so many different methods, are used for a multi- 
tude of purposes, from clock gears to condenser tubes . . . from 
pocket lighters to fire extinguishers. 


ANDES COPPER MINING COMPANY 
CHILE COPPER COMPANY 
GREENE CANANEA COPPER COMPANY 


: gigs COPPER... 
3 | 


Zine is alloyed with copper to make brass, in electric furnaces like this 


ANACONDA ZINC 


ANACONDA COPPER MINING COMPANY 






THE AMERICAN BRASS COMPANY 
ANACONDA WIRE & CABLE COMPANY 
INTERNATIONAL SMELTING AND REFINING COMPANY 














Schenley Distillers 





(Continued from page 435) 


inadequate. Sales volume has 
been enlarged in ordinary chan- 
nels, and this suggests that a bet- 
ter competitive position can be 
maintained. 

Since dividends were inaugu- 
rated in 1941, a fairly liberal 
rate has been maintained. Pay- 
ments have continued at the $9 
annual rate after each successive 
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split, so that the current distribu- 
tion is equivalent almost to $6 
annually on the stock as it stood 
in 1944. Although net income 
may turn downward, it could de- 
cline substantially before imperil- 
ing the $2 rate. 

Financia] position remains com- 
fortable despite need for enlarg- 
ing bank accommodations to fi- 
nance enlarged inventories. Cur- 
rent assets after deducting all li- 
abilities and contingency reserve 
amounted to $81.6 million, or 
$22.65 a share, as of August 31. 





Book value of the common stock 
stood at $35.88 a share, com- 
pared with $24.18 a share a year 
earlier, according to the latest an- 
nual report. 





Profit Potentials in 
Meat Packing Shares 





(Continued from page 428) 


packing shares cannot be consid- 
ered in the investment class, they 
appear to have good speculative 
prospects for the coming year 
based on a continuance of current 
prosperity. 





Around the world 





(Continued from page 425) 


ment with a sigh of relief; the 
possibility of repudiation was re- 
moved. 

The end of the war brought to 
Ireland, as to other neutrals, the 
end of “easy pickings.” With 
enough shipping at their dis- 
posal, the British are no longer as 
dependent upon the food from 
Ireland as they were during the 
war. They are no longer inclined 
to pay prices higher than in world 
markets. The prospects are for 
considerably smaller exports, un- 
less Irish industry and agricul- 
ture can successfully compete in 
world markets. This can be ac- 
complished only by the lowering 
of relatively high production 
costs, particularly in Irish agri- 
culture which has been noted for 
its backwardness and inefficiency. 
Not only will cultivating meth- 
ods have to be improved, but the 
leached soil needs large quanti- 
ties of fertilizer, especially of 
phosphates, if its fertility is to 
be restored. 

The deValera Government has 
grand plans for the industrializa- 
tion of the country and for 
the modernization of agriculture 
which is to include extensive rural 
electrification. The sterling funds 
accumulated during the war are 
to be used for just such a pur- 
pose. Ireland has never had a bet- 
ter chance to put an end to the 
economic stagnation that plagued 
it during the inter-war period and 

(Continued on page 454) 
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“y This year Katy’s sleek new streamliners will 
be roaring across the nation... modern Diesels will be 
moving Katy freight at passenger train speeds... 
hundreds of new cars, rolling over vastly improved 
roadbeds will offer extra service to and from the great 
Southwest. In 1947 Katy’s determined program to 
afford the finest, the fastest...and the safest...trans- 
portation service to and from the great Southwest will 
be moving forward full speed. So when you ship or 
travel, depend on Katy, a dependable railroad devoted 
exclusively to serving your transpor- 
tation needs in the strategic 
Southwestern corridor. 





KATY RAILROAD 
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SERVES THE SOUTHWEST 
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Happening in Washington 





(Continued from page 412) 


They—or at least a safe number 
of them — know Byrnes, know 
Marshall, and know current 
world problems. 

Take Byrnes: he was a court 
stenographer turned small-town 
lawyer by the easy processes that 
were the vogue in the day when 
he was admitted to the bar. He 
entered promptly and vigorously 
into politics, soon landed in Con- 
gress. And he made a career of 
Congress until he reached the 
Supreme Court bench through 
joint action of personally 
friendly Senators and the Presi- 
dent. He was a beneficiary of 
“government by crony” for a 
time; held important positions in 
the war effort. He resigned in 
pique when he failed to win the 
Vice Presidential nomination 
which, fate had decreed, was to 
lead to the Presidency. And he 
returned to government service 
in the second highest office of the 
land—which, like the highest in 
present conditions — was not 
directly elective. 

Byrnes had not even served on 
the Foreign Relations Committee 
of the Senate! He was a career, 
un-travelled Senator! It was 
fortunate for the United States 
that under his Secretaryship the 
interests of another of the three 
major powers (“Big Four” is a 
misnomer) ran parallel to those 
of this country. The United 
States benefitted by the histor- 
ically successful representations 
of the United Kingdom in diplo- 
matie parleys. 

Byrnes was honest, sincere and 
hard-working. He just was not 
equinved. 

Take Marshall: The new Sec- 
retary is equipped by training 
and personality for his job. The 
lanes of military and diplomatic 
preparation run closely parallel. 
To Marshall military planning 
has always been global; under 
his direction the defense of this 
nation was plotted down to the 
texture of the soil on the islands 
of the Pacific, to solve the prob- 
lems of airport construction, 
should the need arise. And it 
did arise. 
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Congress found in Marshall a 
man who couldn’t be “pushed 
around.” Even the tough com- 
mittee headed by then-Senator 
Harry S. Truman came to re- 
spect his judgment, vouch for 
his integrity. Winston Churchill 
had his lesson from Marshall 
when the general vetoed the plan 
for invasion of Europe by the 
“soft” under belly and made the 
Normandy entry campaign pre- 
vail. Churchill doesn’t particu- 
larly like Marshall, but Church- 
ill’s influence is almost nil in the 
present British government and 
the new Secretary is more than 
acceptable to the labor govern- 
ment whose leaders, like Mar- 
shall, rejected Winston. As a 
matter of fact, the British are 
glad to have in the United States 
state secretaryship a “tough 
dealer” across the table from the 
Soviet diplomats who have been 
allowed to indulge “fresh talk” 
with Jimmy Byrnes. The Krem- 
lin well knows the former Chief 
of Staff as an unruffled, natural 
diplomat who speaks with au- 
thority and conviction and who 
is utterly unafraid. 

The British have lost much of 
their earlier attitude of uncon- 
cern over the “Red _ threat.” 
They’re showing a disposition to 
placate Stalin, Gromyko, et al. 
They welcome some one to carry 
the diplomatic ball; realize they 
have found such a person in Mar- 
shall. 

The retired general, impor- 
tantly, gets along with Congress. 
He symbolizes the American 
foreign policy as it has been ex- 
pressed, not as it always has been 
applied. 

His lone diplomatic mission — 
under that name — was to China. 
He could not compromise the dif- 
ferences. Who could? But in 
long-range analysis it is, per- 
haps, not as important that he 
succeeded or failed in China, as 
it is that his handlng of that 
problem establishes his diplomatic 
ntegrity. It would have been 
vastly smpler for him to decide 
one side was right, one side was 
wrong, and to concoct the evi- 
dence to support his position. 
But he elected to deliver, straight 
from the shoulder, a clear indict- 
ment of both factions, playing no 


favorites, rejecting the blandish- 
ments. 
One more point: psychological 


approaches established __ their 
worth in wartime. They are still 
invaluable. All over the world 
today, and especially in the 
South American countries, mili- 
tarism is dominant. Nations are 
looking to soldiers for leadership, 
seem obsessed with the notion 
that none but a military “strong 
man” can handle their ships of 
state. It is more important than 
appears at first examination that 
this country has picked for its 
diplomatic chief the man who 
plotted the military campaign 
against its enemies, carried it 
through to a successful comple- 
tion. 


LABOR LEGISLATION AHEAD— 
It would be difficult, but not im- 
possible, for the Republican ma- 
jority in Congress to muff the 
ball to the extent that an ap- 
parent 1948 national election 
victory could be lost. 

A cycle has been completed. 
The Democrats are in_ rout, 
much as the Republicans were on 
the run in 1932 as things shaped 
up for the longest Democratic 
White House tenure in history. 
There is a certain similarity be- 
tween the two periods: the Re- 
publicans had overdone the job 
of protecting business, industry 
and the employer; the Democrats 
have overdone the job of boost- 
ing organized labor to the top 
of the heap. 

As a matter of fact neither 
party did a real favor to its in- 
tended beneficiary. Revolt was 
invited. And it came. 

The Republicans have two 
years within which to carry out 
their promises to re-make the 
labor-management setup. That 
may be too short a time; it will 
be too short if the GOP doesn’t 
do some planning, abandon the 
haphazard approach which has 
been all too evident to date. 

Laws are not enacted over 
night. Neither is their worth- 
whileness established in a matter 
of days. The slow moving ma- 
chinery of legislation cannot 
bring any fundamental reforms 
into existence for several months 

(Continued on page 460) 
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“| BURLINGION 
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‘orld 
t 
nil MILLS CORPORATION 
are (and Subsidiary Companies) 
ship, 
Ke THE PAST YEAR: In the fiscal year ended September 28, 1946, both sales and 
al profits reached new highs. Net sales amounted to $141,544,442 compared 
than with $108,199,846 in the preceding year. Net earnings after preferred divi- 
that dends amounted to $3.47 per common share compared with $1.32 earned in 
its the 1945 fiscal year (after adjusting for stock splits). Improved profits result 
ve almost entirely from lower taxes combined with increased volume from various 
1 at acquisitions and expansions. During the year Burlington Mills carried forward 
ple- its program of fabric development as well as plant expansion. The Company 
also further strengthened its financial and trade positions. 
an THE FUTURE: More normal conditions, which are returning gradually to the 
m- textile industry, provide a sound basis for the continued progress of Burlington 
—. Mills. With retail sales at record levels and the needs of many foreign 
ap- countries still to be met, it is likely that the demand for better merchandise will H 
ioe exceed the supply for some time to come. The Company intends, as always, to 
maintain its leadership in the production of high quality merchandise and in 

ted. the development of new fabrics. 
out, | 
ae CONSOLIDATED STATEMENT OF PROFIT AND LOSS | 
shite For the fiscal year ended September 28, 1946 
i: Sales, less discounts and anticipation, returns and allowances . . . . $141,544,442.23 
2. Cost of sales, exclusive of depreciation and amortization . . . . . 107,645,859.88 
job Gross profit, before depreciation and amortization . . . . .. . 33,898,582.35 
try Selling, general and administrative expenses . . . $8,297,245.17 
rats Depreciation and amortization. . . . . . . - = 41,706,850.52 10,004,095.69 
na — I a im ar hg, Sik Sg 23,894,486.66 

I 3 het 8h ie a a a ee GO Se Ge Se ee 1,748,580.75 
—_ 25,643,067.41 
in- Other deductions (including charitable donations of $355,078.88) . . 817,764.68 
was Net profit before provision for Federal, foreign and state taxes on income 

and before minority inferes?. . . 6c et te el tl 24,825,302.73 
—_ Provision for Federal, foreign and state taxes on income: 
out Federal excess profits taxes. . . . . . ~. « $2,722,428.06 
the Federal income taxes . . . . - - « «© + + 7,389,671.47 
hat Foreign and state income taxes. . . . .. . 1,465,011.07 11,577,110.60 
will Net profit, after taxes, before minority interest . . . . 2. 2... 13,248,192.13 
n't Less: Net profit of subsidiaries applicable to minority interest. . . 327,394.63 
ea i 
ver Total assets of the company as at September 28, 1946, amounted to 
th- $90,130,525 compared with $55,108,640 a year earlier. Current assets 
ter were $58,363,825 compared with current liabilities of $21,264,666, making 
itl a net working capital of $37,099,159. Cash and Government securities to- 
— taled $13,952,932. 
<a J. SPENCER LOVE, President. 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 
DECEMBER 31, 1946 


RESOURCES 


Cash and Due from Banks 
U. S. Government Obligations . 
State and Municipal Securities. . 





Other Securities . . aes 
Loans, Discounts and “pe ereee 
Acceptances . . ig ae am 
Accrued Interest Riese able Sree 
Mortgages . . pkoy Me 


Customers’ lesnionans Liability oe 
Stock of Federal Reserve Bank . . 
Banking Houses . . . . « « + 
(Oihermssets’ so « s « * & 


LIABILITIES 





Capital Funds: 


Capital Stock. . $111,000,000.00 


Surplus ; 154,000,000.00 
Undivided 
Profits 48,500,613.02 


Dividend Payable February 1, 1947 
Reserve for Contingencies . 
Reserve for Taxes, Interest, etc. 


a a a ae a ne ae 
Acceptances 
Outstanding - $15,600,237.86 


Less Amount 


in Portfolio 3,870,4 14.29 
Liability as Endorser on Acceptances 
and Foreign Bills . . . . «+ » 


ther diaiues 3 6 3 ee 





$1,143,400,689.02 
2,221,342,803.35 
118,135,196.10 
182,949,569.36 


1,126,462,490.27 
11,488,983.11 
8,037,431.07 
10,656,354.33 
7,950,000.00 
32,588,572.13 
2,523,388.94 
$4,865,535,477.68 








$ 313,500,613.02 
2,960,000.00 
15,623,913.90 
13,663,693.10 
4,495,303,512.14 


11,729,823.57 


1,086,324.31 
11,667,597.64 
$4, 865, 535, 477.68 














United States Government and other securities carried at 
$402,936, 340.00 are pledged to secure U. S. Government War Loan 
Deposits of $113,075,631.66 and other public funds and trust 
deposits, and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 


— — — —<— — — — eee 
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to lift itself from the poverty that 
has been its lot for such a long 
time. 


Italian Premier Arrives to Discus; 
the Saving of the Lira 


The visit of the Italian Pre 
mier de Gasperi may yet prove to 
be the turning point in Italy’s 
postwar history. If the aid of the 
United States and Great Britain 
is secured for the rebuilding of 
Italy (Italian Foreign Minister 
Nenni is about to depart for Lon- 
don on a similar mission), there 
is a fair chance that the economic 
deterioration may be arrested, 
confidence in the lira restored, 
and the moderate, democratic ele- 
ments helped. The alternative is 
a run-way inflation followed by 
desperation that may easily bring 
about a Communist controlled 
Government. In such a case, Italy 
would be lost to the western na- 
tions and democracy. 

The lira officially was devalued 
just about one year ago to the 
level of 225 lira per dollar, or to 
about one-tenth of its pre-war 
value. For a time it seemed that 
the economic situation on_ the 
peninsula was on the mend. The 
textile industry made a striking 
recovery and Italian exporters 
were taking advantage of the 
elimination of German competi- 
tion on the Continent and in 
Latin America. American and 
Swiss funds were flowing into the 
country, and the black market for 
the lira steadied between 300 and 
350 lira per dollar. 

However, late in the Summer 
the country realized that the 
peace terms are to be harsh and 
that they will be a drag on re- 
habilitation. Meanwhile, still oth- 
er developments have slowed down 
the promising reconstruction. No 
loan from the United States was 
forthcoming—lItaly asked in Feb- 
ruary 1946 for $900 million. The 
maritime and coal strikes here in- 
terfered with the shipments of 
food and coal. The lack of coal 
in particular made worse the al- 
ready bad distribution of food 
and raw materials. Food rations 
had to be reduced. Many fac- 
tories closed. With the increase in 
unemployment, general discon- 
tent spread and rioting is being 
reported from all parts of Italy. 
Black markets got a new lease on 
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Which company is the 
world’s largest refiner and marketer 
© of 100% Pennsylvania Oil? 





TIDE WATER 
—=7gy¥> ASSOCIATED 


O1L COMPANY 


New York Tulsa San Francisco 
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Color is our Business 


4 For nearly 70 years, General Aniline & Film Corporation has been 
manufacturing color. 

{1 Color for textiles . . . color for paper, plastics, paints, inks, furs, 
and our own Ansco color photographic material. 

@ During these years we have found that color helps you sell 
your products . . . whether it is used in the product itself, or in 
the packaging. 

{I The finest in color dyestuffs has always been our standard. 
The most advanced research, flawless materials, and painstaking 
workmanship have gone into our manufacturing process. 


{ The result is, and always will be, the highest in color quality. 


GENERAL ANILINE & FILM CORPORATION 


Manufacturers of dyestuffs, textile auxiliaries, Ansco cameras and film, 
Ozalid White Print Machines and sensitized materials. 


230 PARK AVENUE , NEW YORK 17, NEW YORK 
GENERAL DYESTUFF CORPORATION 


(Sales Agents for Dyestuffs, Intermediates, and Auxiliaries) 








435 HUDSON STREET, NEW YORK 14, NEW YORK 
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Firesafe Homes at no extra cost 


|S pace ped the war you probably 
read many stories about prom- 
ised post-war building materials. 


Well, the post-war era is here and 
so are the new products. Not too 
plentiful at the moment, but each 
month shows a consistent increase. 
Pictured here are just a few of the 
150 Gold Bond building products 
for better living. Products that add 
structural strength, greater perma- 
nence and fire protection, and insure 
year-round comfort and lasting 
beauty. Already things look a lot 
brighter for the home building or 
remodeling you have planned for 
1947. Recent lifting of wartime 





FIREPROOF GOLD BOND Gypsum Lath 
has so many advantages over old-style 
inflammablewood laththat it has become 
the standard plaster base. Covered with 
fireproof gypsum plaster, it builds a 
wall with rock-like durability. 





restrictions means that you can now 
look forward to starting construc- 
tion. Specification of Gold Bond 
Products by the architect is your 
assurance of the newest and best 
construction materials. 









WHATEVER THE EXTERIOR, clapboards, 
shingles or masonry, these big, husky 
panels of Fireproof GOLD BOND Gyp- 
sum Sheathing add strength and provide 
afiresafe barriernexttothe woodframing. 


tae ss 

TUCKED BETWEEN WALL studs and ceiling 
joists, a blanket of Fireproof GOLD 
BOND Rock Wool Insulation keeps fur- 
nace heat in, summer heat out. Also 
serves as an effective firestop. 


GYPSUM LATH, PLASTER, LIME, GYPSUM SHEATHING, 
ROCK WOOL INSULATION, METAL LATH P TS, 








gram may require as much as $4 
billion of foreign funds. Who will 
lend Italy that much money? 

The conversations in Washing- 
ton are likely to include among 
other things a discussion of a 
more realistic exchange rate for 
the lira. A rate of 400 lire for 
the dollar has been mentioned, but 
unless Italy is helped quickly and 
effectively, even such a rate may 
prove to be but a stop-over on 
the road to a complete collapse of 
currency. 





Things to Think About 





(Continued from page 432) 


case) and have perverted the 
basic principal involved therein to 
apply to all manner of cases. It’s 
now reaching the fantastic limits 
of workers demanding extra pay 
for “wash-up” time at the end of 
the day and so on. Even the labor 
leaders themselves must be well 
aware of the consequences of their 
“portal” claims, which suggests 
that it is being used as a leverage 
for bargaining purposes to gain 
other ends. 

Best opinion to date is that real 
relief will be forthcoming in form 
of either court decision or Con- 
gressional action. Moreover, some 
states have limiting statutes which 
cover situations like these. 





Opportunities for Income 
and Price Appreciation 





WALLBOARDS, ACOUSTICAL PRODUCTS, WALL PAINT 


NATIONAL GYPSUM COMPANY, BUFFALO 2, N. Y. 








life as people began to withdraw 
money from banks. Early in De- 
cember the dollar was reported to 
have sold as high as 850 lire. The 
deterioration in the economic sit- 
uation was also reflected in the 
November municipal elections 
which strengthened the extrem- 
ists of the right and of the left 
at the expense of moderate center 
parties. 

This is how the situation stands 
today. Although UNRRA relief 
will gradually cease, Italy will 
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probaby get some direct food re- 
lief, but when the new Congress 
will appropriate the money and 
how much, remains a big ques- 
tion. The Export-Import Bank 
will apparently come across with 
only about $100 million—the rest 
will have to come from the Inter- 
national Bank and the Monetary 
Fund, but that, too, is likely to 
take time. Italy’s deficit in inter- 
national accounts in 1947 is esti- 
mated at about $800 million and 
the four-year reconstruction pro- 





(Continued from page 437) 


cent prices presents an interest- 
ing investment potential to yield 
4.7%. At 107 this stock is about 
2 points above its 1946 low price 
of 105 but some six points lower 
than the relative high of 113% 
Call price of the issue is 105. 
Dividends on the issue have been 
paid without interruption since 
1936. Net earnings of Goodyear 
have trended steadily upwards for 
a good many years past, that por- 
tion available for the preferred 
equalling more than $24 per 
share for the past several years. 
While full year figures for 1946 
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are not yet avaliable, net reported 
for the first six months alone was 
the equivalent of $24.82 on this 
issue under discussion. Ranking 
senior to the preferred are $36 
million of bonds but their interest 
rate is low and their due date 
as distant as 1964. In relation 
to normal earnings, accordingly, 
prior charges are a minor burden. 


BETHLEHEM STEEL CORP. filed a 
registration statement with the 
Securities and Exchange Com- 
mission covering $50 million of 
bonds to provide funds for in- 
creasing steel plant facilities. 


HIRAM WALKER - GOODERHAM 
& WORTS LTD., and its American 
subsidiary Hiram Walker & Sons 
filed a registration statement with 
the Securities and Exchange 
Commission covering $30 million 
of twenty-year debentures due 
1966. Public offering price and 
interest rate will be filed later by 
amendment. Smith, Barney & Co. 
and Kidder, Peabody & Co. will 
be the principal underwriters. 
Part of the net proceeds will be 
used to repay bank loans of $10,- 
667,500, with the balance to be 
used for corporate purposes. 


ATLANTIC REFINING CO. filed a 
registration statement with the 
Securities and Exchange com- 
mission covering $29,600,000 of 
new cumulative preference stock, 
par $100, which will be offered to 
holders of its common stock in the 
ration of one new share for each 
nine shares of common stock held. 
Offering price and dividend rate 
will be filed later by amendment. 
Unsubscribed shares will be pur- 
chased by an underwriting group 
headed by Smith, Barney & Co. 
for public offering. The 296,000 
preference shares to be offered is 
part of new authorization of 
650,900 shares, and will be sub- 
ordinated to the present out- 
standing preferred stock. Of the 
proceeds, $15,540,000 will be 
used to redeem the $14,800,000 
of 4 per cent cumulative converti- 
ble preferred stock, Series A at 
105 a share. The balance will be 
added to general funds. In addi- 
tion to the series A preferred 
stock to be called, there are out- 
standing 102,000 shares of $3.60 
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3,300,000 telephones added 





V-J Day 


most calls went through fast. 


amore and more people. 





Countin’ up for 1946 


It would take a lot of fingers (and toes) to count up 
how much the Bell System accomplished in 1946 — 
the busiest year in our whole history. 


25,000,000 more calls a day handled 


$700,000,000 new equipment made and installed to 
expand and improve your service 


160,000 net increase in employees—total now 640,000 
$400,000,000 increase in payroll 


120,000 war veterans reinstated and employed since 


The story of the year was one of determined progress, 
despite shortages and many post-war problems. And 


For 1947, the Bell System aims to 
go forward to still better service for 
















BELL TELEPHONE SYSTEM 








Series B cumulative preferred 
stock. 


TOLEDO EDISON CO. filed with 
the Securities and Exchange 
Commission, a plan to refund all 
outstanding debt and preferred 
stock. Plan calls for sale at com- 
petetive bidding of $32 million of 
new first mortgage bonds and $16 
million of preferred stock, and 


will provide for ten-year serial 
bank loan of $4,500,000. Pro- 
ceeds will be used for redemption 
of $33 million of 344 per cent 
and 31% per cent first mortgage 
bonds, $4,893,750 of 314 per cent 
debentures and $16,123,100 of 5, 
6, and 7 per cent preferred 
stocks. Cities Service Co., owner 
of 98 per cent of the common 
stock, will make a capital con- 
tribution to Toledo Edison of $5 
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CALL FOR 


: i, PHILIP MORRIS 





good to smoke. 





There’s a CLEAN, FRESH, PURE 
taste...a rich natural flavor... 
that makes Puiie Morris so 
pleasurable, so relaxing, so 


Your taste will tell . . . it’s 


America’s FINEST Cigarette! 











GENERAL OFFICES 
129 Seventh Avenue 
New York 19, N.Y. 
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STUDIOS 
Columbia Square 
Hollywood 28, Cal. 








THE MAGAZINE OF WALL STREET 


million and will cancel its $13,300 #But w! 
par value holding of the latter’sfbeen v 








preferred stock. kets” 
hat t 
han e 
Foreign Bonds a ined 
ry pr 
(Continued from page 431) pee, 


: emerge 
been worked out for resuming{iuctio: 


service. Costa Rica has been infjests, 
default since 1941 and El Salva-Emarke' 
dor for a longer period though itithe cc 
has now made an adjustmentideterm 
offer. to sucl 
There are doubtless many in-fhealth 
teresting speculative opportuni-Ito stalk 
ties in the foreign bond field butithing, 
while political economic and pinch 
monetary factors in the respec-[and w: 
tive countries furnish a_ back- urgent 
ground for appraising the def As : 
faulted bonds, political factors},hect” 
and developments play such anfin pro 
important role that forecasting}and w: 
remains difficult and hazardous. emplo’ 
tional 
are al 
come 
even § 
encies, 


, : still be 
will be on the heavier goods fields,} ng w: 


principally in the automotive,}o¢ 199 
electrical equipment, steel, ma-f Ty, 
chinery and similar industries.}yitnes 
(For further comment on this}ments 
subject, the reader is referred to}marke 
the article “Which Industries year ¢ 
Offer Best Prospects For 1947" } iow 6 
in this issue.) for he 

Conversely, some slackening} ost j 
off is expected in the lighter}, 4, 
goods industries and consumer power 
lines, mainly because the much- agains 
talked-of “business pipelines” are}.on. 
getting filled with these products, ings « 
and, also, because the high rate}j94¢ 
of output in 1946 piled up huge},ng | 
inventories of nearly-completed liquid 
goods in many of these fields.) .jat;, 
which need only some minor parts}i},:+ 
or additions for final completion.}7y,;, 
Thus, acute shortages on certain} nente, 
consumer goods can_ suddenly sion ¢ 
turn to abundance—or even sur-fyy oti; 
plus—as these huge inventories}p oom 
of semi-finished goods are com-})94- , 
pleted and are suddenly loosed 
on the retail markets. 

This increasing flow of goods 
to consumers has already resulted 
in so-called “buyers’ markets” in y, 
a number of lines, resulting in 
price markdowns, some of which 
have reached sizable proportions. 












Industrial Balance Sheet 





(Continued from page 406) 














3,300 §But while much apprehension has 
tter’sBbeen voiced about “buyers’ mar- 
kets” it must be remembered 
hat this is the normal rather 
an exceptional state of affairs, 
as “sellers’ markets” in this coun- 
ry prevail only during unusual 
imes, such as war or other 
_ [emergencies which impede pro- 
ming#duction. Our whole economy 
en Mfrests, in a sense, upon “buyers’ 
alva-imarkets,” with competition for 
gh itfthe consumer’s dollar the chief 
mentideterminant of prices. A return 
to such a condition is therefore a 
-fhealthy augury, and will do much 
‘tuni-fito stabilize our economy. For one 
1 butithing, it will materially ease the 
and pinch on consumers’ pocketbooks, 
spec-fand will make wage demands less 
pack-furgent than heretofore. 
> def As the accompanying “balance 
ctors}sheet” indicates, some slackening 
h anfin production is ahead for 1947, 
stingfand with it, a moderate decline in 
us. [employment and our gross na- 
tional product. Minor decreases 
are also indicated for farm in- 
come and national income, but 
——feven allowing for such conting- 
G) fencies, the resultant figures would 
| still be well above pre-war levels, 
elds,fand well ahead of the banner year 
tive, Hof 1929. 
ma-} Though the year ahead will 
'1eS.fwitness far-reaching read just- 
thisIments in prices and consumer 
cd to markets, it promises to be a good 
Styear on balance, particularly in 
947 View of the rising trend expected 
for heavy industry. By far the 
most important factor is the good 
backlog of consumer buying 
power which is the best bulwark 
against serious business reces- 
sion. Although individual sav- 
ings declined. noticeably during 
1946, owing to work stoppages 
and higher living costs, both 
liquid assets and money in cir- 
culation are about three times 
their respective pre-war averages. 
This basic buying power, aug- 
mented by the continuing expan- 
sion of consumer credit, should 
“fsustain a substantial business 
boom once the readjustments of 
1947 are out of the way. 
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all kinds of People 


... they’re the ones who really own 





these Sreat oil companies 


Dedicated to a better public understanding of a great 
American industry ... messages like the one repro- 
duced here are broadcast as a regular part of The 
Pure Oil Company’s NBC network program featur- 
ing H. V. Kaltenborn. 
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Hundreds of NOPCO Chemicals Help Industry 
in Thousands of Ways 





Here is a typical scene at NOPCO—the weigh- 
ing of ingredients entering into the manufacture 
of Vitamin A and D Concentrates of prime quality. 
NOPCO is the pioneer producer of natural Vita- 
mins A and D. 


NOPCO's development laboratories have recently 
been responsible for more than 70 patents or 
patent applications on Vitamin A and D Concen- 
trates alone. 

NOPCO—all in all--has evolved through research 
hundreds of processing chemicals. These effective 
products are helping customers improve product 
quality, speed production and lower costs in the 
manufacture of pharmaceuticals, poultry and 


NOPCO — EVOLVED THROUGH RESEARCH 


animal feeds, textiles, leather goods, paints, 
lacquers and varnishes, lubricants, shampoos and 
cosmetics, metals, plastics and other essential 
thaterials and products. 


Look to NOPCO for the exceptional in chemical 
research, chemical achievement and chemical in- 
gredients. NATIONAL OIL PRODUCTS CO. 
Boston, Chicago, Harrison, N. J., Cedartown, Ga., 
Richmond, Calif. 





REG. US. PAT. OFF, 


CHEMICAL MANUFACTURERS 




















COLUMBIA 
GAS & ELECTRIC 
CORPORATION 


The Board of Directors has declared this 
day the following quarterly dividend: 





Common Stock 
No. 47, 15¢ per share 
payable on February 15, 1947, to holders ot 
record at close of business January 20, 1947. 
Dace Parker 


January 9, 1947 Secretary 














COLUMBIA 


PICTURES 


yh) CORPORATION 
Tun 


The Board of Directors at a meeting held 

January 7, 1947, declared a quarterly divi- 

dend of $1.06%4 per share on the $4.25 

Cumulative Preferred Stock of the com- 

any, payable February 15, 1947, to stock- 
oe of record February 1, 1947. 

A. SCHNEIDER. 
Vice-Pres. and Treas. 

















NATIONAL DISTILLERS 


PRODUCTS CORPORATION 


The Board of Directors has declared a regular 
quarterly dividend of 25¢ per share and an 
extra dividend of 25¢ per share on the out- 
standing Common Stock, payable on February 1, 
1947, to stockholders of record on January 11, 
1947, The transfer books will not close. 


THOS. A. CLARK 


December 26, 1946. TREASURER 
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Best Prospects for 1947 
Which Industries Offer 





(Continued from page 411) 
leaf tobacco prices points to 
gradually lower costs. Mainte- 
nance of relatively liberal earn- 
ings seems probable. 

Utilities—Demand for electric 
power recovered from the letdown 
of late 1945 when armament pro- 
duction stopped. The industry 
added nearly 2 million new elec- 
tric customers in 1946 and was 
making preparations to serve an 
additional 600,000 this year. Ad- 
ditional generating facilities are 
in prospect for 1947. The 
natural gas industry recorded 
even greater progress and finds 
demand for household heating re- 
quirements steadily mounting. 
Higher earnings for 1946 re- 
flected relief from excess profits 
taxes. Hence, gains in the coming 
twelve months may be moderate. 
Rising costs present a threat to 
margins, but also tend to restrain 
public service commissions from 
reducing rates. 
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Merchandising—Retailers ex. 
pect narrower profit margins this 
year as consumer resistance to 
poor quality merchandise in- 
creases. Larger quantities of 
“hard goods” are coming to mar.- 
ket, however, and this factor 
should retard the decline in sales 
volume. The record business of 
between $90 and $100 billion for 
1946 of which department stores 
contributed about 10% may not 
be duplicated for some time. 
Higher wage scales, increased de- 
livery costs, larger markdowns on 
off-season sales are among the 
factors that threaten to shade 
margins. Although the recession 
may be gradual, there seems to 
be general agreement that the 
peak in retail store earnings has 
passed. 

Textiles — Prospects point to 
curtailment in textile output, but 
the retrenchment seems likely to 
be mixed. Woolen goods have 
been the first to feel the restrain- 
ing influence, especially in 
women’s wearing apparel. Orders 
for cotton goods have begun to 
taper off, and even rayon prod- 
ucts are less urgently sought. 
Hosiery is plentiful in all grades. 
Carpets continue in good demand 
and, if residential building makes 
progress, this division of the in- 
dustry should have another good 
year. Worsteds are showing re- 
sistance to the downtrend in 
woolen goods. With wage costs 
higher and profit margins shrink- 
ing, the goods manufacturers 
seem headed for reduced earnings 
this year. 





Happening In Washington 





(Continued from page 452) 


and an appraisal of their work- 
ability will take many months 
more. Labor, management, and 
the general public aren’t going 
to be satisfied with “samplings” 
of effects. The Republicans must 
establish their success by affirma- 
tive evidence, or suffer punish- 
ment at the hands of the electors. 

The dominant party is in an 
especially good position to work 
on labor reforms if it has the will 
to do so. There will be little de- 
fense of the over-reaching unions 
on the part of the Democrats; in 








ate 
long 


Rec« 
tails 
on $s 


Whe 
are 
buy 
or f 


Mar 
and 

advi 
clud 


Tele 
wire 
poin 
Con 


youl 
sult 


Ad 


Busi 
cast 
outl 


Was 
wee 
on I 
ing 

and 





12 


Con 
onc 


Sub 


JANI 











ex- 
- this 
e to 

in- 
> of 
mar- 
uctor 
sales 
ss of 
1 for 
tores 
’ not 
time, 
1 de- 
1S ON 

the 
hade 
$sion 
is to 

the 
; has 


it to 
_ but 
y to 
have 
rain- 


‘ders 
n to 
rod- 
ight. 
udes. 
1and 
akes 


700d 
| in 


costs 
“ink- 


lrers 
ings 





Turn 





to the Forecast... 


To Know What Market Action to Take 
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Geared To Today's Markets 
For Protection — Income — Profit 


Short-Term Recommendations for Profit . . 
Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 
appreciation is indicated. 


Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term profit. Average price under 16. 


Recommendations for Income and Profit .. . 
Common stocks, preferred stocks and bonds 

. . for the employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building ... 
Common stocks in which you can place moder- 
ate sums for large percentage gains over the 
longer term. Average price under 20. 


Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 


When to Buy ... and When to Sell . . . You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed .. when to be liquid. 


Market Forecasts . . . Every week we review 
and forecast the market, giving you our definite 
advice. Dow Theory Interpretations are in- 
cluded for comparison. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 


Consultation by Wire and by Mail... To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time. 


Added Services... 


Business Service . . . Weekly review and fore- 
cast of vital happenings as they govern the 
outlook for business and individual industries. 


Washington Letter . . . ‘“Ahead-of-the-news" 
weekly reports from our special correspondent 
on legislative and political developments weigh- 
ing their effects on business 
and securities. 








Special Offer! 


iets 





profits inevitably emerge .. . 
at intrinsically undervalued levels. 


appraised . . 
laggards. 


—For the Short Term —For the Longer Term 
A 


CT now to capitalize on current important market movements. 


Out of such phases, opportunities for substantial short term 


Enroll NOW To Profit From 
Careful Selection . . . Proper Timing 


As soon as you enroll, we will: 


1. Appraise your securities and advise you what to hold 
. what and when to sell. You are entitled to this 


service continuously. 


2. Send you our recommendations for short term profit 
and longer term investment appreciation and income 
. as profitable buying levels are reached 


3. Tell you what market action to take now . 


. anticipat- 


ing decisive movements and turning points in definite 


weekly forecasts. 


. . today. 





FREE SERVICE TO FEBRUARY 15 





(Service to start at once but date from February 15, 1947) 


SPECIAL MAIL SERVICE ON BULLETINS 


MONTHS' Air Mail: 1) $1.00 six months; [) $2.00 ( Telegraph me collect in anticipation of 
one year in U. S. and Canada. important market turning points 2 
SERVICE Special Delivery: ([) $3.50 six months; when to buy and when to sell. 
“f $7.00 one year. 
12 MONTHS’ $75 ein 
See |e NMR tenn cnennannandenndy ntiercenemirerenvasenndastaneeneintegis 
: . PAGCOR 6ivicc os bce d ven dma vedacnddacdccnccedevcdevdcsewssecscevucsuceccesedcudenes 
Complete service will start at 
once but date from Feb. 15th. CHG ei itsccsataccecesddgdnecdeouceueewes Sieee MPEP ET ECE ECCT ECCT OCCT CS 


Subscriptions to The Forecast 
are deductible for tax purposes. 


JANUARY 18, 1947 


Your subscription shall not be assigned at 
any time without your consent. 


List up to 12 of your securities for env 
initial analytical and advisory report. 


| ee 
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in sound, well-situated stocks available 


Ahead are sizable advances in selected stocks in favored industries due 
to discount improving production, earnings and dividend potentials. 
Other companies will lag or decline because of narrow profit margins, 
material shortages and labor troubles. 


Our analysts are alert to the divergent possibilities in this situation. 
They are studying the market and will advise you what and when to 
buy and when to sell. 


Proper timing will prove very profitable in taking an advantageous 
position in securities selected to rebound sharply on the intermediate 
recovery in the making. This is also a good time to have your securities 


. to concentrate in potential leaders . . . to weed out 


You are invited to take advantage of our Special Enrollment Offer 
which provides FREE Service to February 15th. Mail the coupon be- 
low 


a 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
I enclose (1) $50 for 6 months’ subscription; [) $75 for a year’s eubscription. 

















rp ep OUTSTANDING 


33 STOCKS 
Just Rated “Bur,” 


ID pda SERVICE has just 
issued new “BUY™ advices 
on a diversified list of 33 stocks 
selected as most attractive for cur- 
rent purchase from the 133 issues 
on UNITED'S Supervised List. 

Be prepared to take advantage 
of opportunities now offered in 
the Stock Market by receiving 
this list, which includes: 

13 Stocks for Profit 
11 Quality Income Stocks 

4 High Quality Growth Stocks 

5 Undervalued Preferreds 
For an introductory copy of this 

Report without obligation — 


Send for Bulletin MW-75 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. A = Boston 16, Mass. 
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“Don’t Miss the Boat” 
By Holding on to the 


WRONG STOCKS 


Don’t sit tight—it may be 
costly! Right now, check with 
Babson’s. Simply attach list of 
7 of your securities to this ad 
and mail to us. We'll tell you if 
clients have been advised to Hold 
or Switch them. No cost or 
obligation. Write Dept.— M-47 


Babson’s Reports 


Incorporated 


Wellesley Hills 82, Mass. 


AAA AAA] 
aaa «xrecLESs 
THE SCIENCE OF PREDICTION 


For All Interested in the Stock Market 
a 


Abundance or Scarcity of 
Commodities 


Real Estate 


This new book by Edwin F. Dakin and Edward R. 
Dewey shows an interesting highlight on the forees 
that shape our lives. If offers the key to the 
yg ag of -. future based on the RHYTHMS 

the past. Send $2.75 for your copy, direct to 
c SCHRADER, Box 864E, Central Station, Pa 
Louis, Mo. 




















—| $2.75 the copy POSTPAID = 
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fact much of. the support will 
come from that side of the aisle. 
Demand for curtailment of 
unions springs largely from the 
Democratic solid south; and in 
the northern states the Demo- 
crats skinned through, if at all, 
vith labor votes staying away 
from the polls in droves. No one 
is in political debt to the unions. 
If the Republicans legislate with 
a sensible eye on the ballot box, 
they will pass laws to outlaw cer- 
tain types of union leaders, cer- 
tain types of union practices. 

Senator H. R. Smith of New 
Jersey, co-author of the first 
omnibus labor bill, a re-write of 
the Case Bill, phrased it thus: 
“This measure was drafted with 
a view to helping organized labor 
by emancipating workmen.” If 
one thinks the rank and file of 
labor doesn’t like the bill he 
should examine the crate of let- 
ters of approval in Smith’s office 
from union members, and their 
wives. There, from the heart of 
union activity, comes an aspira- 
tion for reform. 





Answers to Inquiries 





(Continued from page 440) 


of Central America on December 
31, 1945 totaled 794.70 miles. 
This included 509.65 miles of 
main line in Guatemala and 
285.05 miles of main line in Sal- 
vador. 

Principal freight hauled is cof- 
fee and bananas. United Fruit 
Co. owns 51.2% of the common 
stock. The reason preferred divi- 
dends were not paid fully during 
the past five years, except in 
1946, although earnings were 
several times dividend require- 
ments, was due to a policy of 
systematic debt reduction which 
has lowered fixed charges to a 
point where payments against 
preferred arrears now may be 
increased. The preferred stock 
earned $20.76 a share in 1945 
and $16.86 for the nine months 
to Sept. 30, 1946. 

The common stock earned 
$3.15 a share in 1945 and $2.62 
a share for the nine months to 
Sept. 30, 1946. Dividend arrears 
on the preferred amounted to 
$34.75 as of Aug. 15, 1946. 





39 STOCKS 


SELLING UNDER 20 


Send for this important list 
of low-priced stocks. All sold 
substantially higher in 1946. 
Prospects for 1947 of the 
companies they represent are 
even more promising. 


Financial position—good! 
All are conservatively priced 
—some as low as 3 times 
earnings. 


At no added cost you will also 
receive the next 3 issues of 


s Send $1 with this ad and your 
name and address for this list. 
The Outlook. 








A390-180 


Standard & Poor's Corporation (Est. 1860) 
345 Hudson Street, New York 14, N. Y. 




















Investors— 
SAVE TIME AND MONEY 
by using 


THE HANDY RECORD BOOK 


for Investors and Traders 


ONLY $1 enables to pa your 
financial facts up to Fae this mod- 
ern way. THE HANDY “RECORD 
BOOK saves you time and money by 
showing at a glance your holdings on 
their cost, transfer taxes paid, net — 
and short-term gains and losses . 
valuable for income tax purposes. 

Send $1 for your copy today 


HANDY RECORD BOOK CO. 
656 ry gees New York 12, N. Y. 


(Or at Leading Stationers) 














CONTINENTAL 


E CAN COMPANY, Inc. 


The first quarter interim dividend of 
twenty-five cents (25¢) per share on the 
commen of this Company has been 
declared payable March 15, 1947, to 
stockholders of record at the close of 
business February 25, 1947. Books will 


not close. 
McKEWEN, Treasurer. 











The common stock has a good 
deal of leverage because of the 
senior securities outstanding. 

The increase in air freight is 
not likely to affect earnings 0 
this road appreciably in the near 
future as shipments of coffee and 
bananas by air cannot compet 
with lower hauling cost via rail: 
road. 

There was no news to account 
for the 114 point drop in market 
price on Nov. 30. In these days 
of thin markets, most any stock 
can drop 14 pomts or more. 
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A First Step in Your 1947 Program for Building 


PROFIT and INCOME 


8 j RY this experiment! Imagine that all your securities were sold yesterday. 
Today you have nothing but their cash value. 


-moer SE Sr we 


wow wv 


ow 


Then ask yourself, “Should I repurchase my former holdings as offering the 
most outstanding prospects for safety, income, profit—or could all or part of 
my funds be used more profitably in the coming year? Should I invest my 
cash now?” 





.Some investors who test their lists honestly find that they are holding securi- 





ties for unsound reasons: (1) because they dislike to take losses even in weak 
issues; (2) because they like to see issues on their list which show a profit, 
even though the future has been discounted; (3) because they are senti- 
mentally attached to inherited securities, or shares of a company for which 
they work; (4) because they feel that they might have difficulty in deciding 
upon a replacement; (5) procrastination. 


Today there is no need to hold unfavorable investments which will be slow 
to recover or may suffer further decline. Selected issues are available which 
offer a substantial income, a good degree of security and dynamic growth 
prospects if your purchases are strategically timed. Many are undervalued 
as measured by earning power, capital assets and 1947 potentialities. 


















en As a first step toward increasing your profit and income, we invite you to 

= submit your security holdings for our preliminary analysis—entirely with- 

c. out obligation—if they are worth $20,000 or more. 

of 

en Our survey will point out less attractive holdings and those to keep only 

- temporarily. It will tell you how our personal supervision can assist you to 

rill Pp y y Pp p y 

er. strengthen your diversification, income and the enhancement possibilities of 
your account. We will evaluate your list and quote an exact annual fee for 
our service. 

good 

f the Merely send us a list of your securities. Give the size of each commitment 

y y 

eG and your objectives. All information will be held in strict confidence. 
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ae INVESTMENT MANAGEMENT SERVICE 


A division of THE Macazine oF WALL STREET. A background of thirty-nine years of service. 


90 BROAD STREET NEW YORK 4, N. Y. 
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A VOTE OF CONFIDENCE 
IN BOSTON’S FUTURE 


Boston Edison Company’s New Generating Unit to be Largest in New England 


Boston Edison Company is casting a vote of confidence in the 
future of Greater Boston by investing its capital in a giant 81,250- 
kilowatt turbo-generator which, according to present plans, will be 
ready for operation in 1949, 

This new unit will incorporate every modern development de- 


signed to reduce the amount of fuel used per kilowatt-hour of elec- 
tricity generated. The turbine will be the largest in New England. It 


will be served by the largest boiler, operated at higher pressures 
than any heretofore installed in New England. The inclusion of a 
te-heat cycle in this installation, together with other features, will 
make this unit even more efficient than Boston Edison’s new Mystic 
Station, now rated as one of the most efficient in the country. 

The improved fuel economy in the generation of electricity has 
been an important factor in enabling electric utilities up to now 
to maintain a general downward trend in prices charged their cus- 
tomers, in spite of the increased cost of almost all the elements enter- 
ing into the production, transmission and distribution of electricity. 


Fifth Major Increase in Ten Years 


The new 81,250-kilowatt unit, together with a third 50,000-kilowatt 
turbo-generator which will go into operation in 1947 at Mystic 
Station, will increase present power-producing facilities by more than 
25 per cent. It will be the fifth major increase in generating capacity 


in a ten-year period, and a 250,000-kilowatt increase in capacity— 
65 per cent within the decade, 1940-1950. 


Confidence in Future 


Boston Edison thus renews its confidence in the future of the 
communities which the Company serves. For a century and a half 
Boston has been a leader in the industrial, commercial and cultural 
life of our Republic. It will continue to hold that leadership. And the 
electric service company on which the community relies will continue 
its policy of furnishing an adequate supply at the lowest possible cost. 


Industrial Development 


Metropolitan Boston and Massachusetts are in splendid condition 
to play their full part in the industrial development of the post-war 
era. The natural advantages of invigorating climate, superb harbors, 
and nearness to great markets will be supplemented by improved 
transportation, modern airports and, to a greater degree than ever 
before, the skill and ingenuity of the world’s finest craftsmen. Boston 
Edison’s New Business Department is prepared to furnish detailed 
information on business opportunities which await development in 


the cradle of American industry. 


JAMES V. TONER, 
President 


BOSTON J DISON COMPANY 


Serving 40 Cities and Towns... an Area of 584 Square Miles... in Greater Boston 
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The best and 
nothing but the best is labeled 


ARMOUR X 


“ed eat FopD FR 


Corwen Beef 


Hash 


oe 
Vien <ade 
nna Saused 


% ‘ero sew 





ALBERVE 


thm hoy 


BRIGHT RESOLVE-TRY ITS SUNNY MORNING FLAVOR 


Start the New Year right—treat yourself to the Sunny 
Morning flavor of Schenley Reserve! Every pleasing sip gives 
a plus...an extra measure of enjoyment. Good reason why 


Schenley Reserve is America’s favorite! 


\ PRE-WAR | 
QUALITY | 


RESERVE 


RARE BLENDED WHISKEY 86 PROOF. 65% GRAIN NEUTRAL SPIRITS. COPR. 1946, SCHENLEY DISTILLERS CORP., N. Y. C. 
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